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Diploma day, a time of recognition of work accomplished. 
Graduating in 1958 were 115, three of whom are shown 
receiving certificates of completion. Kenneth P. Morrison, Jr., 
T. J. Bettes Company, Houston; Norman M. Albright, Albright 
Investment Company, Winfield, Kan., and James J. Conti, 

W. A. Clarke Mortgage Compony, Horrisburg, Po. MBA Vice 
President Waiter C. Nelson mokes the presentation while, right 
and left, are Dr. Harold W. Torgerson and Lewis O. Kerwood 
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Next month, in Better Homes & Gardens, House Beau- 
tiful, and in House & Garden, millions of Americans 
will see concrete masonry in its modern role—beautiful, 
appealing, designed for gracious living. 

An impressive 4-page folio tells the story of today’s 
new forms of concrete masonry . . . its new patterns, 
textures and colors . . . how it fits every taste, any home 
style or locale. 

All the versatility of today’s concrete masonry, all its 
warmth and charm for modern living, the advertise- 


PORTLAND CEMENT ASSOCIATION 


A national organization to improve and extend 
the uses of concrete 


Biggest advertisement ever 
to dramatize concrete masonry! 


4 consecutive full pages, full color, 
in the nation’s top “home” magazines! 


ment projects into a descriptive, promotable idea— 
new-type Living Concrete. You'll be hearing more about 
this idea. For nationwide, Living Concrete is gaining 
favor with important architects, builders, financial 
people, as well as with home buyers. 
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“You can't beat a PEASE HOME for sure, substantial profit” 


SS 


“We've been building Pease Homes since 1946, because they For full information, write or phone William 
always sell fast. The market may vary over the years, or from Stricker, General Sales Manager, and 
one location to another, but we can easily customize to meet arrange for a sales representative to call. 
the current demands, thanks to Pease flexibility,” says Ed J. 

Schroeder & Sons, Toledo, Ohio. 


Master builder Ed Schroeder, NAHB Director and President 

of the Toledo Home Builders Association, is proof in action 

that you can offer more value at lower cost with Pease Homes! 

Customized Architectural Service is just one of the many ways 

we assist you for quick conversion of F.H.A. approved land Me */) }> MAatoriads 

to liquid profits. Our complete program also includes F.H.A. 

Processing and Financing Service . . . Model Home Financing 

and Per sonalized Mode l Home Verc handising and Promotion. 929 FOREST AVENUE HAMILTON, OHIO 
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>> CODE WASTE: Ten of the Bu 
“most common wastes” enforced by PUBLISHED MONTHLY BY THE MORTGAGE 
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outdated local building codes were BANKERS ASSOCIATION OF AMERICA 3 
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identified by a Round Table of 68 GEORGE H. KNOTT, Editor 

ana ree te ee. Waa 
experts which met in New York to Executive and Editorial Office Washington Office 
study how to speed up code reform. 111 West Washington Street, Chicago 2 100!1—I5th St. N.W., Washington 5, D. C. 
Archaic and conflicting codes are Tel. RAndolph 6-5704 Tel. MEtropolitan 8-4258 

. . “ average of ; Tue Morroace Banker is distributed monthly to members of the Mortgage Bankers Association 

needlessly adding “an average of at of America. Opinions expressed are those of the authors or the persons quoted and are not necessarily 
least $1,000” t the cost of every those of the Association. Advertising rates on request. Subscriptions: Of the Limited Regular and 
east $1, o 1€ =Cos ver) Amseine Ne i Rg «4 is for a qu omaeree 7 a _—— the official monthly 

— _ sit i te & ue > publication of the Association. parate copies 35¢. Entered as second class matter at the post o' 
gute house built in the U. S.—or — at Chicago, Illinois, under the Act of March 3, 1879. 
billion dollars a year for the entire 
nation. The Round Table, held by Volume 18 AUGUST, 1958 Number 11 





House & Home agreed that “home 


owners and home buyers who pay 
, oh Contents 


the $1-billion-a-year cost of code- 


enforced waste are so ignorant and The Housing Growth That’s Coming by Elmer C. Bratt... 2... 650-02 ce ee ceeee 7 
so naive about codes that most peo- The Investment Appeal of Apartment House Loans by John P. Traynor........ 15 
ple believe the only purpose of their 220 & 221 ... Tools for Rebuilding Our Cities by Samuel E. Neel.......... 18 
wasteful requirements is to make 220 & 221 ... A Mortgage Banker’s Experience by Ferd Kramer............ 21 
their homes safer and healthier. So iia: Tis tas ile Tie osc chock boc tcnndendd nh iaddestatentinahensawe 25 
the public who pay for code waste Allocation—the Mortgage Banker’s Survival by Joseph L. Engleman........... 26 
could hardly care less about code re- What Makes a Farm Mortgage Business Successful? by Francis E. Ferguson..... 28 
form, and public inertia makes it SARIN: 6c ccs icnatcocadcnscbestesadsdcavascetacewe vexcananbades 29 


easy for code profiteers to obstruct 
’ : . . ” CPP PIPPI PIPPI LOLOL ELD DDD DDD DD ODD DD DDD DNDNDNDNDNDNDNDNNDDNDNDNDNNDNDND BBB 
code progress and standardization. 
MORTGAGE BANKERS ASSOCIATION OF AMERICA 


1. Wiring installations more costly joun CG. Hat 
) President 


Here are the ten “common wastes”: 


han non-metallic sheathed cable 
: . — ‘ llic i Water C. Neitson Frank J. McCase, Jr. P. S. Bower Samuet E. Neer 
Romex) which is just as good and Vice President Executive Vice President Treasurer General Counsel 
. ~heaner . ar e ne » Lewis O. Kerwoop James G. Wasson 
much che aper than samen: d_ cable Director, Education and Research Director, Servicing and Accounting 
Bx), knob-and-tube, flexible con- atacand Rosssr_J. Muarny . 
duit or rigid conduit. Assistant Director, Education and Research Assistant oe a and Accounting 
? , , Rosert J. Beran avip C, ToLzMaNN 
2. Over-engineered framing lumber Assistant Director, Public Relations Director of Meetings 
sizes in excess of those now recom- on Advisory Council of Past Presidents: John F. Ausio, Je. Sowsen, gf a 
> . . " Toes ‘ -_ thicago; Wallace Moir, Beverly Hills; William A. Clarke, iladelphia; Brown L. atley, 
— nde d by the aa Lumber a Fla.; Aubrey _ Costa, Dallas; Milton T. a amnens + 3 
Manufacturers’ st: ‘ds. eming, Jr., Oswego, Kan.; Aksel Nielsen, Denver; John C. ompson, Newark; Guy T. O. 
ween cancare vee, —— i~ Byes V. Kanaley, Chicago; i G. Woodruff, Detroit; wy Ms 
2 ! p - tra sceme thamp, Logan, Utah; Dean R. Hill, Buffalo; Byron T. Shutz, Kansas City, Mo.; A. D. 
3. A ban on roof trusses. Fraser, Sarasota, Fla.; L. A. McLean, Louisville; Owen M. Murray, Dallas; E. E. Murrey, 
4. Trusses spaced less than 94 inches Nashville; Hiram S. Cody, Winston-Salem, N. C. 
? os less the , ; Regional Vice Presidents: Region 2, Frank J. Bell, Washington, D. C.; Region 3, 


John A. Gilliland, Jacksonville, Fla.; Region 5, Frank P. Flynn, Jr., Lafayette, Ind.; Region 


on centers. 
6, R. G. Holladay, Memphis; Region 7, Frank R. Shugrue, Lincoln, Neb.; Region 8, W. C. 


5. Studs placed closer than 24 inches Rainford, Granite City, Ill; Region 9, Homer C. Bastian, Wichita; Region 10, T. A. 
- Robinson, Jr., Houston; Region 11, Clarence A. Hardesty, Seattle; Region 12, R. C. Larson, 

on centers in one-story houses. Beverly Hills, Calif. 

; - a te Members of the Board of Governors for Term Ending 1958: Norman H. Nelson, St. 

6. Neec lessly 1eavy sheathing e.g.: Paul; C. A. Legendre, New Orleans; E. H. Grootemaat, Milwaukee; George H. Doven- 

/ : af > , Chi . & fi ,G ille, S. ns F Bs , i ; . 

'/y-inch plywood where 34-inch would sa Boe oe Douglas Wilson, Greenville, S. C P. S. Bower, Winnipeg; H. Duff 


Members of the Board of Governors Term Ending 1959: Thomas E. Lovejoy, Jr., New 
York; Jay F. Zook, Cleveland; William A. Marcus, San Francisco; H. Bruce Thompson, 
Upper Darby, Pa.; Kenneth J. Morford, Seattle; Oliver M. Walker, Washington, D. C.; 


be strong enough. 


‘ 


7. Needlessly savy - ‘j 
. ly heavy y sub flooring Robert M. Morgan, Boston. 

e.g.: ¥%-inch plywood for spand i Members of the Board of Governors Term Ending 1960: Ehney A. Camp, Jr., Birming- 
Ss P ae . am; Nathan T. Bascom, Worcester; A. H. Cadwallader, Jr., San Antonio; Lon Wort 
where ¥2-inch would do the job just Crow, Jr., Miami; Donald E. Nettleton, New Haven, Conn.; F. M. Petree, Oklahoma City; 

as well). Carton S. Stallard, Elizabeth, N. J. 
- = : Members of the Board of Governors Term Ending 1961: Carey Winston, Washington, 
8. Vents within less than eight feet D. C.; Vern R. Steffensen, Salt Lake City; E. R. Haley, Des Moines; J. W. Jones, Dallas; 
iy a * . 5 Howard E. Green, Chicago; Edward F. mbrecht, Detroit; Robert , Atlanta. 
of each plumbing fixture. Associate Governors at Large: Region 1, Harry Held, New York; Region 2, Martin R. 


West, ik: Washington, D. C.; Region 3, Eugene Knight, Tampa; Region 4, Stanley M. 


9. Oversized or overweight pipes. Earp, Detroit; Region 5, W. W. Wheaton, Columbus, O.; Region 6, Robert W. Warren, 
Jackson, Miss.; Region 7, Robert L. Beal, Waterloo; Region 8, Dale M. Thompson, Kansas 

10. A worse-than-useless house-trap City, Mo.; Region 9, B. B. Bass, Oklahoma City; Region 10, Alvin E. Soniat, Fort Worth; 
on the w: ste li Region 11, Albert L. Buchner, Portland, Ore.; Region 12, Ewart W. Goodwin, San Diego. 
1€ waste line, Honorary Lifetime Member of the Board of Governors: George H. Patterson, Largo, Fla. 
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do you 

measure your 
mortgages as 
many investors do? 


One of the ‘‘yardsticks'’ they use 
Ale lelelialeomemssleolalelolel-mii- we, aal-aial-is 


nsurea 


White lakiela-ce Maalelaielelel-.mmela-myenhs-1) 


to hold, easier to sell 


pAveL <a ce) immaslolacelelel-s maslelg— 
fom lah 4-+-000]8- mr elale me 2°) 0181-121 


nave them insured Dy 


sib taC- ae bet_jeba- below Ore) weledu-hateye! 
re) Mt) ae Bre) bE 


>) € \ U 


4 THE MORTGAGE BANKER + August 1958 











@ How T/ sells home ownership 
fo your customers... 


protects them, too/ 


Why own a home? 
ENTERTAINING! 


Having friends in’ Patertaining one or a hundred 
the choice is yours when you own your home 

The plensures of home ownership are mere fully 
apprectated when you know your property rights are 
laity protected by a Title Insurance palicy 

AU T.T. ali tithe putiey anders receive prompt attention 
fram America’s largest staff of title experts, backed 


by 1 yours experience .,.and supplemented by cam 
piete land records in 15 California counties 

We feel that you. too, want to assure your home's 
many pleasures. You can do this simply by apocify 


ng TA. when vou buy 


You can de ow din bor 1geen 
“ v1 ites Tit Company 


Title Insurance and 
Trust Company 


433 S. Spring Street, Los Angeles 54 - MAdison 62411 


nM subsu freen Caliucne 


Through local newspaper ads, Title Insurance 
is selling the benefits of owning property... 


important benefits like Entertaining and Hob. 


bies and Flowers and Relaxation. 


When your customers buy in California, be 
sure to give their property, and all the many 


benefits that go with it, the safe, sure protec- 


tion of a Title Insurance policy. 


‘You can be sure 
when TI insures"’ 





T.I.’s fast, low-cost, dependable title service is 
made possible by America’s largest staff of 
title specialists, complete land records in 15 
California counties, and 65 years of title 
service experience. 


Remember — the best safeguard for buyers 
and sellers is a Title Insurance and Trust 
Company policy. 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 - 


MAdison 6-2411 


(Branches and subsidiary companies in fifteen California counties) 
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OURTESY 


Your transactions are undertaken in an atmosphere 
of sincere appreciation for your individual 

needs when you call on us for title insurance. 
That is the experience of many top mortgage lenders 
who welcome the friendly, personal interest 


evident at Louisville Title. 


py * 


LOUISVILLE 


TITLE 
INSURANCE 
COMPANY Je 





LOUISVILLE TITLE 


Tsu COMCE Company. 


HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
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THE HOUSING GROWTH THAT'S COMING 


And by every measuring stick we have, it will be substantial 





HE dollar volume of housing for 

the first quarter was almost the 
same as last year. Last year’s rise in 
the second quarter was not quite up to 
seasonal expectations and a bit above 
seasonal expectations in the third and 
fourth quarters, with no very great 


change throughout the year. The 
potentialities for the full year 1958 are 
about equal to last year or a bit 
larger. It is possible that we may see 
something of a duplication of last 
year’s pattern: less than seasonal ex- 
pansion in the second quarter and 
rises greater than seasonal expecta- 
tions in the third and fourth. 

The recession is producing contra- 
dictory influences: a cost advantage 
for new housing in comparison with 
rents, and reduced financing cost. Re- 


duced financing cost will become more 
effective from now on, inasmuch as the 
effect of monetary ease has so far been 
largely spent on absorption of undi- 
gested securities. 

Furthermore, the recession is tend- 
ing to support fixup expenditures, for 
idled workers have found time to carry 
out deferred plans. On the negative 
side, disemployment produces some 
doubling up. I expect this effect to 
be relatively small because a minor 
recession develops a limited impact. 
The recession might be expected to 
curtail the formation of households 
by unrelated individuals, but the most 
important influence responsible for 
such households—aging of the popu- 
lation and more widespread pension 
payments—is depression-proof. Mar- 


4 much-bandied phrase is the one that 


goes like this: we need a million or a million 


and a quarter new housing units each year to keep up with 


demolitions, new families, etc. 


But do we? What 


factual basis is there for thinking we do? The facts are 


available all right but not many have put them all 


together to come up with the hard statistical evidence that the 


demand for new housing is actually what so many believe 


it is. Mr. Bratt has, however, and here are his findings. 


riage may be slowed up by the reces- 
sion but past history does not indicate 
that this is likely to be as important 
as some current discussions would lead 
us believe. In any case, husband-wife 
household formation accounts for less 
than half of total new housing con- 
struction. The building of motels and 
vacation cottages may be about as 
considerable as last year. 

Surveys indicate that builders are 
optimistic on building prospects in 
1958. This attitude no doubt is ac- 
counted for by easier availability of 
funds and legislation which has been 
passed to encourage housing, increased 
demand for rental housing, and the 
favorable trend in housing expendi- 
tures at the end of 1957. A check up 
on past surveys indicates that build- 





By ELMER C. BRATT 





Professor of Economics, Lehigh University. 
Mr. Bratt originally delivered his address before the Annual Meeting 
of the National Industrial Conference Board, New York, on May 16 
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ers are unduly influenced by the trend 
and current level of housing activity. 
I think the Fortune are 
correct when they assess builders’ plans 


Nevertheless, I 


editors of 


as over-optimistic, 


think a rising trend at the end of 
1958, more available and cheaper 
credit and a rise in rental housing 


will induce builders to maintain and 
possibly increase housing starts. Liber- 
alized loan provisions for rental hous- 
ing together with indicated increas- 
ing demand for it are particularly to 
relatively 


the point. In view of the 


low level of vacancies, aggressive ac- 
tion by builders to increase the supply 
of rental housing would appear war- 
ranted. 

lurning to the longer-run prospects, 
it is a generally recognized fact that 
demand will average relatively high 
in the late sixties and early seventies 
as a result of the rapid increase in 


World War II. Recently 


the growth potentialities between now 


births after 


mid-sixties have been 


[ submit that the potentiali- 


and the ques- 
tioned. 
ties actually are substantial. 


Che supply of housing, while not 


DRAPER 


AND 


KRAMER 





as deficient as it was ten years ago, 
gives no indication of borrowing on 
a foreleg of demand. Census figures 
indicate that the vacancy rate is far 
I assume that the low 
vacancies in seasonal dwell- 


from excessive. 
level of 
ings prior to the recession may well 
have been abnormal, in view of the 
intended purpose of those dwellings. 
While supply conditions are not as 
tight as they were ten years ago, the 
condition of the housing stock to- 
gether with rising living standards may 
actually reflect an increasing need for 
replacement. For instance, in the 
Bankers Trust Company “Investment 
Outlook” it is stated that there is a 
“steady rise in the number of over-age, 
dilapidated and badly located homes.” 
Except for measures expected to be 
taken in the road building program 
renewal, however, I do 
substantial 


and urban 


not assume any increase 
in replacement rates. 

If supply conditions can be taken 
as essentially passive, attention may be 
centered on demand factors, the gen- 
eral dimensions of demand factors can 


be thrown into broad relief. The ma- 


jor demand factors are dependent 
upon (1) growth in primary families 
occupying dwelling units; (2) growth 
in households occupied by unrelated 
individuals; (3) the number of demo- 
litions; (4) change in size or deflated 
value of the new dwelling units added; 

5) additions and alterations, and (6) 
growth in seasonal and other so-called 
nonhousing facilities. A seventh factor 
which might be listed is shift in the 
doubling or undoubling of families in 
dwelling units but I assume there will 
be no secular change in undoubling so 
I am eliminating it from the list. In 
fact, conversions of old buildings to 
and additional dwelling units 
might be listed as an eighth factor, 
but I assume from here on out con- 
versions of that kind will be an incon- 
sequential factor so that I am also 
ignoring them. 


new 


A frequent misunderstanding has 
arisen regarding the probable growth 
of primary families occuping separate 
dwelling units between now and 1965. 
The fact is that such factors as un- 
doubling and earlier marriages led to 


an abnormal rise in husband-wife 





Old Orchard Business District 
1350-60 Lake Shore Drive Apartment Building 


KNOWN FOR OUR ACTIVITIES IN 
THE MORTGAGE FIELD...KNOW US 
ALSO FOR PROPERTY MANAGEMENT 


* 


Leasing agents and managers of some of Chicago’s finest properties 


Main Office-SO West Monroe Street, Chicago 3, Illinois 
Four branch offices in Chicago 
Other offices in St. Louis and Minneapolis 


The Inland Steel Building 


DRAPER 


AND 


-KRAMER 


ESTABLISHED 1893 
REAL ESTATE MANAGEMENT 
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households in the early fifties. The 
number of persons in the 20 to 24 age 
group dropped nearly 5 per cent from 
1950 to the mid-fifties. If we can say 
that those in the 20 to 24 age group 
represent the number entering adult 
life, the number entering adult life 
will be back to the 1950 level by 1960, 
and will be nearly 20 per cent higher 
by 1965 even though total population 
growth from 1960 to 1965 will be 
substantially less than 10 per cent. In 
other words, the prospects are that 
the rate of family formation will in- 
crease between now and the mid-six- 
ties although at a slower rate than in 
the decade following that. 

With a speeding up in family for- 
mation, however, the projected rate 
of increase in household formation by 
primary families to 1965 is no greater 
than actual in the first part of the 
fifties. The conservative course is to 
assume that the artificial factors of 
undoubling and earlier marriages 
which stimulated household formation 
by primary families in the first part 
of the fifties will not be duplicated in 
the years ahead. Nevertheless, it is a 
gross error to move from the actual 
level of family formation in 1957 to 
the level projected by the Census on 
the basis of demographic data in es- 
timating family formation in the late 
fifties. This method, as employed by 
some analysts, has indicated an ex- 
tremely low rate of household forma- 
tion by primary families from 1957 to 
1960. As an illustration of the fallacy, 
note that if the number of husband- 
wife families forming households 
should continue at the rate of the 
year ending in March, 1957, the total 
number of such households would be 
1% per cent above the 1960 level 
by March, 1959. 

The increase in primary families 
is beginning to accelerate again. Pos- 
sibly, the acceleration will not increase 
the growth in households inasmuch as 
that growth has recently been stimu- 
lated by what we may call artificial 
factors. I assume that the growth in 
households generated by primary 
families, as shown by the change in 
the Census projections for 1960 and 
1965 represents expected growth from 
the present to 1965. The Census pro- 
jection implying the most rapid in- 
crease in percentage in the household 
group comes to 670,000 increase per 
years, while the one which implies no 


increase in the percentage comes to 


on second 
thought... 


Yes, an’ no, 
an’ mebbe, 
an’ mebbe not.” 


from DAVID HARUM 


A certain amount of “hesitation is prudence” 


\ 
when evaluating a real estate loan. Every ‘ 
banker appreciates how much depends on * 
complete, exact information. : 

' 
A TG&T certificate of title supplies that ; 
information and a TG&T policy insures it— ; 
one risk eliminated. ' 


~ 
a a me 






TITLE GUARANTEE 
WB and Trust Company 


HEAD OFFICE: 176 BROADWAY, 
N. Y. 38 * WOrth 4-1000 


Title Insurance In New York, 
New Jersey, Connecticut, Massachusetts, 
Maine, Vermont, Georgia 
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900,000. I take 600,000 as fairly rep- 
resentative of reasonable assumptions 
The average for the period 1950 to 
1957 was slightly higher than 600,000 

The Census assumptions regarding 
increase in households composed of 
individuals 


unrelated appear to me 


to be unrealistic. The number of such 
households at the present time is about 
6% million, only a third of those who 
form such households 


might wish to 


or maintain them after the remaining 
The 


seven years 


members of the family have gone 


rate of increase the first 
of the decade was 251,000 per year, 


likely 


compelling reasons for increase in such 


but there are to be even more 


households in the near future: in- 
creasing proportions of the population 
in old age groups, more universal re- 
ceipt of pensions, and rising standards 
of living. I assume an increase of 
+ 1.000 per vear tor this type ot house- 


hold, compared with the highest Cen- 


sus projection from 1960 to 1965 of 
266.000 
The number of withdrawals from 


market are variously es- 


from 250.000 to 


the housing 
timated as ranging 
HOO 000 per yeal during the last four 
year, but non-housekeeping facilities 


are not well segregated | arrive at 


300,000 as the average 


100,000 for demo- 


requirements 
to 1965 by adding 
road and 
200.000. 


litions growing out of the 


urban renewal programs to 


shading below the minimum noted 
Adding together 600,000 for new 
households formed by primary fam- 


ilies, 300,000 for new households 


formed by unrelated individuals and 


‘LAND TITLE 


SERVICE 
COVERS 
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ALLIANCE - CHARDON - CINCIN 





NATI - 
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300,000 for replacements, I come to 
an estimated annual demand of 1.2 
million new dwellings per year. The 
next question relates to the extent to 
which the average deflated value of 
dwellings will change. There 
are forces working in both directions. 
Single dwellings are increased in size 


these 


and cost because of increase in size 
of the family and because of increases 
in luxury demand such as more bath- 
rooms and a game room. Working in 
the other direction are increased pro- 
portion of apartment dwellings and of 
buildings in warmer climes. The pro- 
portion of added dwellings located in 
California, Arizona far 


Florida and 


exceeds the proportions of total dwell- 
ings which are located in those cli- 
mates where less rugged building is 
satisfactory. I believe these, factors 
will approximately counterbalance so 
that the value of the dwellings added 
can be represented by the number. 

In addition to housing demand by 
new households, housing demand is 
increased by additions and alterations 
and by so-called nonhousekeeping fa- 
cilities. Information to represent these 
areas is unsatisfactory. Additions and 
alterations are currently estimated to 
add about a fourth to housing demand 
and even this may be an underesti- 


mate. The relative demand in the 


, om and shape of the market ahead? Bratt thinks 


there is an estimated annual demand for 1,200,000 


new dwellings each 


year. 


{nd price? Adjustments of 


a sort are underway and price u ill not prove a serious deterrent 











$ ey eI, 


DAYTON - ELYRIA 


- JEFFERSON - MEDINA - PAINESVILLE - RAVENNA - YOUNGSTOWN 









\ 4 


future will be as great as in the past 
because of aging of the housing stock 
and because of need to add rooms to 
accommodate for more family mem- 
bers. I take the addition of a fourth 
to be conservative in an estimate of 
growth for near future years. 


The Census Inventory and other 
information which has recently be- 
come available confirm the impression 
that vacation and seasonal dwellings 
commonly listed as nonhousekeeping 
facilities have been experiencing an 
accelerated growth. This is function 
of the rising standard of living and the 
urge of Americans to get away when 
time permits. The official statistics 
indicate that these facilities added 14 
per cent to housing demand in 1950 
and over 3 per cent in 1957. I esti- 
mate an average of 4 per cent to 
1965. Knowledge of the number of 
units involved is very vague and the 
types and value vary so greatly that 
number of units would not help too 
much in getting an estimate. 


In putting the housing demand 
together I am converting to 1957 dol- 
lars. The average value of the ap- 
proximately one million new house- 
hold units in 1957 was approximately 
$12,000. Multiplying this value by the 
1.2 million unit demand an estimate 
of $14.4 billion is achieved, surpassed 
only in years of peak housing demand. 
Adding 29 per cent to that figure to 
allow for additions and alterations and 
for non-housekeeping facilities, I ob- 
tain an estimate for total new de- 
mand of $18.6 billion. This is only 
slightly less than 1955 put-in-place 
estimates. It may be taken as an 
estimate of expected demand under 
conditions of high level activity in 
1961 or 1962. But it is not intended 
to reflect the peak levels of prosper- 
ity; these might be accompanied by 
slightly higher building levels, but, as 
we know, residential building does 








DIRECTORY OF AMERICAN 
SAVINGS & LOAN ASSOCIATIONS 


1958-59 ISSUE 


Only complete directory of Savings and Loan Associa- 
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not move very sensitively with general 
business-cycle conditions. By develop- 
ing a single average figure to reflect 
near-future growth, I do not mean to 
imply that a horizontal movement is 
to be expected. On the contrary, an 
estimate for 1965 would be some- 
what higher than the $18.6 billion, 
and, of course, with the more rapid 
rate of household formation after 
1965, still higher levels are to be ex- 
pected. Intermediately, the growth 
line will be interspersed with lower as 
well as higher levels; the continued 
existence of recessions is well under- 
stood in 1958. Only limited variation 
is to be expected, however, because 
of the insensitivity of housing to busi- 
ness-cycle movements. 


I have noted that housing supply is 
not redundant, at least in the aggre- 
gate, so that demand requirements 
can be taken as net. The probable 
influence of housing costs remains to 
be considered. In general it would 
appear that the cost of new houses 
has risen more than the rents of old 
houses in the post war period. Doubt 
remains because there is no certainty 






that any rises which have occurred 
in productivity in using labor and 
materials in building have been ade- 
quately allowed for in the cost in- 
dexes. In any case, housing cost in- 
dexes rose so much more than rents 
until 1948 that such costs unquestion- 
ably outpaced rents. Since then the 
rise has been less drastic. In fact, the 
1957 rise in the Boeckh index was 
only 1.5 per cent compared to 2 per 
cent in the BLS Rent Index. Since 
July, the Boeckh index shows a de- 
cline and the Rent Index a rise. But 
these shifts are recession phenomena. 


It has been said that the ability of 
builders to tap the demand potential 
of the coming years depends upon the 
achievement of an adequate price ad- 
justment. But does this statement 
mean anything? Theoretically, at least, 
the ability of businessmen to tap any 
market depends upon ability to sell at 
a satisfactory price. There is, how- 
ever, apparently a special difficulty in 
the case of housing. At least, the 
tracing of past history shows that 
rents and housing prices have tended 
to get out of adjustment for substan- 


DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan’s Oldest 
Title Insurance Company. 


ABSTRACTS and TAX reports on real property in 
metropolitan Detroit. We act as ESCROW Agents 
in all matters involving real estate transactions. 





ABSTRACT & TITLE GUARANTY CO. 


735 GRISWOLD - 


DETROIT 26, MICHIGAN 





THE MORTGAGE BANKER « August 1958 11] 








Biggest User of Capital 


It’s the mortgage market which, in the past ten years with one excep- 


tion, has never used less than 30 per cent of the total capital available 


and has used as high as 40 per cent. Thus, increased saving has a vital 


significance for our industry as for few others. 


N INSIGHT into the growing 
A role played by the people’s sav- 
ings institutions in the nation’s capital 
market in the last decade as a source 


of credit and funds for 
business and industry, homeowners 


investment 


and individuals generally, and Gov- 


HOUSING GROWTH 
THAT’S COMING 


(Continued from page I] 


THE 


tial lengths of time and that the lack 


of adjustment is related to a long 
period fluctuation in housing activity. 

Will not history repeat itself? Per- 
But | that this will be 


difficulty in 


haps doubt 


a chief the near future. 
Builders are 
of the wide profit margin available 


tighter a 


already foregoing some 


when housing supply was 
few years ago. Tec hnological develop- 
ments never have been very rapid in 
housing compared to many manufac- 
tured products, but I think there is a 
chance that they will be as rapid as 
any time in past history. On the con- 


trary, the ending of housing booms 


have been particularly marked by fail- 
ure to readjust building programs. The 


least successful housing contractors 
have now failed and those remaining 
may be alert enough to follow indi- 


cated trends. The increased need for 
rental housing, now apparent, is not 
indicative of prices too high in rela- 
tion to rents. 

I am willing to assume that housing 
costs will not significantly shrink the 
potential housing demand I have visu- 
alized. The roughly $19 billion level 
for 1961 


cession nor excessively prosperous is, 


if that year is neither a re- 


or course, only roughly approximate. 
And I 
parts employed to develop the total 


consider the estimates of the 


even more approximate. If some parts 
are too high others are likely to be 
too low and vice versa. What I am 
saying is that I have tried to estimate 
an overall total, not its divisional 
parts. 
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ernment, is provided by a study of the 
Life Insurance Association of America. 

The study serves as a timely re- 
minder of the fundamental need and 
importance of personal savings in a 
high-investment economy such as ours, 
and of the way in which the people 


at large make billions of dollars of 
capital funds available every year 
through their thrift institutions. 

The figures show that the combined 
net capital funds available from life 
insurance companies, savings and loan 
associations, mutual savings banks, and 
time deposits in commercial banks, 
rose from $7.2 billion in 1947 to an 
estimated $17.3 billion in 1957. The 
latter figure was a record high, and 
represented a rise of 140 per cent in 
the period, a greater rate of growth 
than other principal components of 
the capital market. For example, capi- 
tal funds made available by nonbank 
investors other than savings institu- 
tions last year were only 58 per cent 
greater than in 1947. 
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The funds made available to the 
capital market from savings institu- 
tions in 1957 represented exactly 50 
per cent of the year’s total demands 
for credit and investment funds, ac- 
cording to preliminary estimates. This 
represented a marked gain over the 
earlier part of the 1947-57 decade and 
was exceeded only in 1954. 

Total demands on the capital 
market have likewise shown a big 
rise to meet the needs of the spectacu- 
lar expansion of the economy in the 
years since the end of World War II. 
Che 1957 figure for total sources and 
uses of funds was placed at $34.8 bil- 
lion, representing a rise of 84 per cent 
over the comparable 1947 total of 
$18.9 billion. The peak was set in 
1955 at just under $45 billion. 


During most of the last decade, 
funds from savings institutions com- 
bined with other nonbank sources 
were able to supply all but a small 
part of the annual demand for capital 
and credit funds. In a few years, 
however, from 1950 through 1952, 
and again in 1954, the demand for 
funds outstripped the ability of the 
savings institutions and other nonbank 
sources to meet the need by a con- 
siderable margin. This resulted in the 
creation of billions of dollars of bank 
credit to fill the gap, and added to 
the strength of the inflationary forces 
in the economy. 

An analysis of the figures shows the 
high degree of steadiness of the growth 
pattern in the supply of funds made 
available by the savings institutions 
to the capital market in the 1947-57 
period. The uptrend was interrupted 
in 1955 and 1956: but was resumed 
last year with a spurt in time deposits 
of commercial banks. 

Figures for the supply of capital 
funds available from other nonbank 
investors show a high degree of vola- 
tility in the last decade. For example, 
the total coming into the capital 
market from these sources was as 
low as $9.8 billion in 1953 and 
jumped to $26.5 billion in the follow- 
ing year, the high for the decade. 
Wide fluctuations in the funds made 
available by corporations and by mis- 
cellaneous nonbank sources were the 
major factor in the wide swings. Other 
important sources of funds in this 
group are state and local governments, 
uninsured pension funds, fire and 
casualty companies, individuals, and 


U. S. Government funds such as 
OASI. 


The record of the past decade shows 
that mortgages have consistently been 
the biggest single source of demand on 
the capital market. Only in one year, 
in 1952, has the demand for mort- 
gage credit been less than 30 per cent 
of the total capital market funds avail- 
able, and in a few years has been 40 
per cent or more. Last year the pro- 
portion was 33 per cent. Residential 
mortgages have been the dominant 
element in the demand for mortgage 
credit throughout, with commercial 
mortgages representing a small part 
of the total. The data show that on 
the whole the residential mortgage 
market received an abundant portion 
of the capital funds available during 
the post-World War II period. 


With respect to the mortgage 
market, an interesting development is 
that the last few years have seen a 
small beginning of corporate pension 
fund investment in the residential 
mortgage field. 


Corporate financing has been the 
second biggest source of demand on 
the capital market in the last decade, 
with the total demand for such funds 
in bond and stock issues topping $10 
billion in 1957. Consumer and busi- 
ness credit have likewise been big de- 
mand factors in most years. Demand 
for funds from State and local govern- 
ments has risen substantially, practi- 
cally tripling in the decade. The Fed- 
eral Government, on the other hand, 
has been a big user of capital market 
funds in some years and a supplier in 
others. 
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= ON A FIRM FOUNDATION OF SUPERIOR TITLE INSURANCE AND SERVICE 


The opening of Lawyers Title’s new Home Office 
building is a symbol of the company’s progress and 
growth resulting from strict adherence to its concept 
of service and underwriting policies—progress and 
growth achieved through a continuing interest in 
each individual customer's problems—progress and 
growth that give Lawyers Title the distinction of 
having insured the titles to more properties over a 
wider area than has any other title insurer. 


Lawyers Title is the only title insurance company 
that has planned and constructed a Home Office 
building designed exclusively for the personnel and 
facilities necessary to supervise and coordinate the 
activities of Branch Offices, Agents and Approved 
Attorneys throughout its operating territory—which 
covers 43 States, District of Columbia, Hawaii, 
Puerto Rico and the Provinces of Alberta, Ontario 
and Quebec, Canada. 


lawyers Title Insurance (Orporation 
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Mortgage Banker 


>» The Investment Appeal of 
Apartment House Loans 


In many sections of the country there is a renewed and active interest 


in apartment house construction and in some areas the total of 


building of this type is very heavy. This is in sharp contrast to the 


long period of relative inactivity in this field when single-family 


construction was booming. 


Mr. Traynor takes an investor-look at the 


apartment house loan today, details what his company looks for in a 


good investment, the requirements that must be met and the 


weaknesses which he, as an investor, is on the lookout for. “We like 


the conventional apartment house loan and feel that the reasonably 


well-margined loan, meeting the basic requirements, will prove a good 


investment. 


this is not the time ‘to reach’ for these loans.” 


dt the same time, we are definitely of the opinion that 
And back of that 


conclusion is the question of over-supply—a factor hard to determine 


in the past and just as difficult today. 


HE truth of the old saying, 

“There is nothing new under the 
sun,” was forcibly brought home to 
me as I prepared to write this article, 
for I have found no new angle, no 
new approach to the subject of Apart- 
ment House Loans. 


In retrospect, this should not be sur- 
Despite the fact that con- 
ventional multiple- 
family housing has 
been in the shadow 
of single-family 
housing and the 
late lamented 
608’s for the past 
several years, there 
has been, and 
probably always 
will be, a substan- 
tial need for this 
type of housing. Indeed, 
past two years we have witnessed a 


prising. 





John P. Traynor 


over the 


surprising revival of interest in rental 


By JOHN P. TRAYNOR 


Vice President for Mortgage Investment, 


The Mutual Life Insurance Company of New York 


housing and its by-product—the con- 
ventional apartment house loan. 

We at Mutual of New York, in our 
sincere belief that the housing indus- 
try needs a continuing source of funds 
year in and year to keep it 
healthy, direct approximately 80 per 
cent of our mortgage funds to residen- 
tial lending. We could not do this if 
we were not convinced that the in- 
dustry itself offers a prime source of 
investments—both as to safety of prin- 
cipal and yield. These are two very 
important guide posts in the never- 
ending challenge to a life insurance 
company’s investment policy. 


out 


Over the years, due in part to the 
restrictive and sometimes bewildering 
policies associated with the guaranteed 
and insured mortgage markets, MONY 
has devoted more more of its 
funds to the conventional mortgage. 
It follows that with the rebirth of 
interest in rental housing, our oppor- 


and 


tunities for making apartment house 
loans have increased considerably. I 
shall endeavor to outline briefly some 
of our basic philosophies, policies, and 
requirements in respect to this type 
of loan. 

Before going too far, I want to state 
that our approach to apartment house 
loans might be considered by some as 
“slanted.” As this article will develop, 
we are partial to the garden-type, 
relatively low-land coverage, two-story 
apartment renting up to a 
maximum of about $35 per room per 
month. We, in common with all in- 
vestment officers, like to feel that 
every loan is approached with an 
open mind. Few of us are willing to 
concede we might be prejudiced for 
or against a certain type of loan. We 
readily admit that satisfactory loans 
can be made on the luxury type apart- 
ment house or the multiple-story, full- 
land coverage building, but we prefer 


houses 
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the other type. I use the word “we” 
Personally, I am strictly 
“single-family.” To me there is no 
allure to the “walk to work” or “there 
is no grass to cut” slogans. Actually, 


advisedly. 


I looked on with awe and disbelief as 
I saw apartment after apartment 
being built and successfully rented in 
both the city and suburbs. 


This brings us to the first basic re- 
need. It 


urgent as 


quirement of every loan 


may not be as real or as 
some would lead us to believe, but it 
must have a loan. 
Without it, regardless of the adequacy 
of the improvement, the lender is 
and undoubtedly 


exist to sound 


looking for trouble 


find it. We should go one step 
further and emphasize that it must be 
a continuing need, or at least have the 


will 


appearance of such. Considered judg- 
ment is all that can be applied to the 
future. Need is much than a 
roof over one’s head. We must realize 


more 


that it is “people” who ultimately 
determine the value of our security. 
The apartment house on which the 
loan is to be made must be attractive 
to the 
appealing to him? Does the property 


individual. Is it going to be 
have that extra something to compete 
favorably with other apartments that 
are built and to be built? All this is 
part of continuing need. 

Regardless of one’s likes or dislikes, 
a substantial percentage of our popu- 
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lation prefers, for various reasons, to 
live in apartments. People whose 
families have grown up; young cou- 
ples who have. not yet set their roots 
to any particular area or have not 
accumulated enough cash to buy the 
kind of a house they want; people 
who do not want to be burdened with 
the work and care attendant to home 
ownership; individuals who are sub- 
ject to transfer; those who like the 
convenience of living close to their 
it is from these groups that 
the potential need comes. 


work 


Once we are satisfied there is 
“need” for the apartment house under 
consideration, we test it for other re- 





quirements which are briefly described 


as follows: 

2? While we do on occasion “pio- 
neer,” we prefer and actually do 
restrict generally our loans to the 
more proven “apartment house” areas 
of cities. We see little advantage to 
be gained by cultivating undeveloped 
areas, and many possible disadvan- 
tages. 

>> As to the location, it should 
have reasonable transportation avail- 
able should be convenient to 
shopping facilities, schools, and 
churches — convenient in the sense 
that they are reached easily and 
quickly by car. At the same time, the 
location should have a minimum of 
traffic noises, and be free of unsightly 


and 


views and odors. In short, the neigh- 
borhood should have character. 

>> The plot, itself, must be ade- 
quate. While we have no set stand- 
ards on coverage, we much prefer the 
garden-type apartment, carefully laid 
out to take advantage of the view and 
to create the atmosphere of openness. 
Today we look for adequate off-street 
parking. We like the modern features 
of garden patios, and even swimming 
pools in certain areas. 

>> We, of course, are interested in 
the building. It follows that construc- 
tion, design, and layout are most im- 
portant considerations in final judg- 
ment on the loan application. New 


The author likes the garden-type, 
relatively low-land coverage, 
two-story apartment house renting 
up to a maximum of about $35 
per room per month. 


apartments should be designed so as 
to keep maintenance and public space 
to a minimum and yet be pleasing to 
the eye. Interior layout should be 
convenient to the housewife, and, as 
costly as it is, the kitchen must have 
“IT”. The man of the house may 
sign the checks but it is the lady who 
furnishes the ink. Frankly, too much 
emphasis cannot be put on layout. 

>> Size of apartments is also of 
some concern to us. While we have 
made loans on so-called efficiency 
apartments, we prefer the one to two- 
bedroom units with a reasonable 
number of other sizes in any large 
project. 

>> Finally, we test the loan from 
an economic point of view to see if 








it meets generally our requirements. 
We check carefully the minimum rent 
necessary to cover the operating ex- 
taxes, imsurance, and debt 
service. As I said in the beginning, 
we have a preference for loans where 
the rent does not exceed $35 a room 
a month. Reducing this to another 
term, our loans average $1500 to 
$2000 a room. It is with some hesi- 
tation that I have used the term 
“room” as it applies to rent or loan 
amount. It is a much abused term 


penses, 


and one that almost is self-entrap- 
ment unless extreme care is used. The 
builder who builds a maximum room 
count is, in our book, to be avoided. 


Location, transportation, plot and 
design must all be right to meet 

the author's requirements. The “new, 
so-called modernistic approach” 

will find no favor in his analysis. 


The day when the over-sized closet 
is going to satisfy for a bedroom is 
past. 

So far, we have outlined what we 
like about apartment house loans. 
Unfortunately, there are two sides to 
the picture. The first and foremost 
problem, I suppose, is the desire, 
often well concealed, of the owner or 
builder to get a 110 per cent loan. 
Without too much persuasion he gives 
up the top 10 per cent, but, from 
there on down to a figure reasonably 
resembling the legal maximum, each 
percentage point is accompanied by 
drops of blood. This often results in 
disagreement as to the amount and 
term of the loan and is the number 


one cause for failure to make loans 
otherwise acceptable. 

In the past few years almost all 
areas of the country have experienced 
a fantastic rise in land costs. In 
many instances the inflated values 
cannot be sustained nor are they 
warranted. They frequently 
sent a major area of difference be- 
tween the owner-builder and the in- 


repre- 


vestor. 
Another cloud on the horizon is 
the possibility of the federal govern- 
ment re-activating a rental housing 
program on the scale of the old 608 
variety. Government housing policies 
over the years have become more 


calls “the new modernistic approach.” 
We certainly are not opposed to this 
new look if it is kept within bounds. 
Sometimes when the plans are a lit- 
tle “more advanced” (to use the 
builder’s term) than we like, we have 
suggested a somewhat lower ratio 
loan to value. It is then that the 
finger of scorn is pointed at us—we 
are reactionaries, we have no aesthetic 
sense, we are not devotees of the 
arts. The idea of requiring more 
equity on the part of the owner is 
unrealistic. And so another possible 
loan goes down the drain. 

In summary, it would appear that 
we can control reasonably well an 





liberal with each successive “crisis.” 
The conservative conventional investor 
can take little comfort and no en- 
couragement from the continuing re- 
laxing of requirements in the insured 
and guaranteed housing field. The 
40-year insured mortgage is talked 
about—it may be here sooner than 
we think for both single-family and 
rental housing. Despite the best in- 
tentions of its sponsors, it could well 
bring on an over-supply of housing 
units. The conventional apartment 
house loan, at least the type in which 
we are primarily interested, could not 


help but be adversely affected. 


Perhaps my pet peeve is directed at 
the builder who presents plans of 
what, for lack of a better name, he 


apartment house loan program with 
one exception—over-supply. As rental 
housing increases, there will be more 
and more need to analyze closely the 


competitive markets by local areas. 
Then, too, housing has its social over- 
tones. It would be foolish and dan- 
gerous to assume that we are not 
going to have more liberal govern- 
ment policies and philosophies in the 
years ahead. 

We like the conventional apart- 
ment house loan, and feel that the 
reasonably well-margined loan meet- 
ing the basic requirements outlined 
herein will prove a good investment. 
At the same time, we are definitely 
of the opinion that this is not the 
time “to reach” for these loans. 
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220 & 221... 


I. this article, MBA’s General Counsel details the type of 


projects on which FHA is authorized to insure loans under 


Sections 220 and 221 and outlines the main features of these 
two insurance programs. In the article which appears on 
page 21 of this issue, Ferd Kramer, who has actually gone 
through the process of securing insurance of a 220 or 
221 project, outlines some of the mechanical problems in carrying 
through one of these projects to completion and some of the 


shortcuts which his experience indicates can be helpful. 


Within the shadow of the capitol are some of the country’s most dilapidated urban areas—a constant reminder to mem- 
bers of the congress of what this area of national housing policy is designed to eliminate. Recently the first urban re- 
newal program in Washington got underway, Capitol Mall Towers, which will help change the face of the capital city. 
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... tools for rebuilding 


EIGHBORHOOD redevelop- 

ment includes more than elimi- 
nation of sub-standard dwellings in 
slums, more than demolition of 
broken-down housing and construc- 
tion of new housing in deteriorated 
areas. It encompasses also the con- 
servation and rehabilitation of exist- 
ing dwellings. It is aimed toward pro- 
viding good living conditions for all 
the people in redevelopment areas. 

Before FHA can enter the picture 
on redevelopment projects, the Hous- 
ing and Home Finance Administrator 
must have certified to FHA that the 
community in the particular urban 
renewal project area has the authority 
and the financial capacity to complete 
the local plan. 

In such communities FHA can then 
offer its assistance in the form of mort- 
gage loans made by private lending 
institutions and insured by FHA under 
Sections 220 and 221 of the National 
Housing Act. Section 220 mortgages 
are available to finance the reha- 
bilitation of existing housing and the 
construction of new housing in urban 
renewal areas. Section 221 mortgages 
are available to finance the construc- 
tion of low-cost relocation housing for 
sale to families displaced because of 
urban renewal activities or because of 
governmental action and to finance 
the repair, rehabilitation, or construc- 
tion of 10 or more dwellings for rent 
to such families. 

All mortgage money for Section 220 
and Section 221 housing comes from 
private sources, with support possible 
from FNMA for the purchase of per- 
manent mortgages. 

To qualify for Section 220 mort- 
gage insurance, the property included 
in the application must be located in 
the urban renewal project area. 

Home mortgage insurance under 
this section is available on structures 
with one to 11 family units. When the 


mortgagor is the owner-occupant, the 
mortgage may be insured up to $20,- 
000 on 1- and 2-family properties; 
$27,500 on 3-family; $35,000 on 4- 
family; and $35,000 plus $7,000 for 
each unit in excess of four up to 11 on 
more than 4-family. A non-owner-oc- 
cupant borrower is limited to 85 per 
cent of these amounts. The mortgage 
maturity may be not over 30 years, 
and the interest rate is 54 per cent. 

Section 220 multi-family rental proj- 
ect insurance is available on projects 
consisting of five or more rental dwell- 
ing units which may be in detached, 
semi-detached, row-house, or apart- 
ment structures. The maximum mort- 
gage amount insurable to a private 
corporation is $12,500,000. Other 
mortgage amount limitations are 
$8,100 per family unit for walk-ups 
if the average number of rooms per 
unit is less than four, and $2,250 per 
room if the average number of rooms 
per unit is four or more. For elevator- 
type apartments these limitations be- 
come $8,400 and $2,700. 

In areas determined as high-cost 
areas, mortgage amounts may be in- 
creased by as much as $1,000 per 
room regardless of whether the aver- 
age number of rooms per unit is less 
than four, or four, or more than four. 
If the property is approved for in- 
surance before construction starts the 
loan may represent up to 90 per cent 
of replacement cost; if the property 
is being rehabilitated or completed in 
construction, 90 per cent of value. 
The mortgage maturity is based on 
FHA’s determination of a satisfactory 
period, and the interest rate is 5 per 
cent. 

At the start, problems of the sort 
that frequently arise in the initial 


our cities 


By SAMUEL E. NEEL 


General Counsel, Mortgage 


Bankers Association of America 


stages of a program tied up progress 
in FHA’s urban renewal activity. For 
some time, however, operations under 
Section 220 have been gaining in 
momentum. Latest available figures 
show 68 large-scale projects, involving 
31,000 dwelling units and located in 
practically all parts of the United 
States, that are entitled to mortgage 
insurance assistance. FHA has issued 
commitments totaling $105,000,000, 
about $14,000,000 of this amount 
being for sales-type properties. In 
units, this represents 8,200 family units 
in rental projects and over 1,300 
dwelling units in the home sales cate- 
gory. Out of a total of 6,500 units 
completed or under construction, 
more than 1,000 are sales-type homes. 

On Section 221 relocation housing 
as it relates to the purchase of single- 
family homes, an owner-occupant may 
obtain an insured mortgage up to 
$9,000 for a new or an existing prop- 
erty. A builder constructing or reha- 
bilitating properties to be held for sale 
is limited to a maximum of $7,650. 
These amounts may be increased 
$1,000 in high-cost areas. Limits on 
the loan-to-value ratio are 100 per 
cent for the owner-occupant and 85 
per cent for the operative builder. 
The term of the loan may be up to 
40 years or to three fourths of the 
remaining economic life of the prop- 
erty, whichever is less. The interest 
rate is 5% per cent. 

Section 221 multi-family rental hous- 
ing mortgage insurance applies to 
projects consisting of 10 or more 
rental dwelling units on one site. The 
structures may be detached, semi-de- 
tached, row house, or apartment style. 
The maximum mortgage amount is 
$12,500,000 with a limit of $9,000 per 


THE MORTGAGE BANKER + August 1958 19 











family unit. This limit may be in- 
creased to $10,000 in high-cost areas. 
The loan-to-value ratio is 100 per cent 
of the estimated value of all improve- 
ments, or the rehabilitation 


plus 100 per cent of fair market value 


cost of 


of the property before rehabilitation, 
the lesser the 

The maturity 
riod may be up to 40 years or to three- 
fourths of the 
life of the property, based on which 


The 


using amount as cri- 


terion mortgage pe- 


remaining economic 


is the shorter period. interest 
rate is 5 per cent. 

FHA 
from HHFA to insure mortgages un- 
der Section 221 on some 75,000 family 
160 cities. There 
300 


has received authorization 


units in a total of 
are now approximately 7, sales 
housing units under commitment, with 
construction underway or completed 
on approximately 3,000 family units. 

One recent development is a no- 
ticeable increase in proposed Section 
221 rental projects financed under the 
provisions requiring sponsors to be 
non-profit corporations with respect 
to use of project income over the life 
of the mortgage. 

Relocation housing mortgage insur- 
ance is simple in operation, especially 
so when it concerns sales-type homes. 
From a banker’s standpoint it should 
present no more extensive paper work 
than that called for in the usual FHA 
commitments with which approved 
mortgagees are familiar. 

The broad-scale 
grated programs for neighborhood re- 
development, of course, depends en- 
tirely upon the kind of cooperation 
given by private enterprise, by local 
civic organizations, and by munici- 
pal, State and Federal Government. 
If redevelopment activities are to be 
effective in areas authorized for mort- 


success of inte- 
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gage insurance benefits, the local or- 
ganizations concerned must do their 


part. 

Through rejuvenation of deterior- 
ated neighborhood communities can 
enjoy not only civic betterment but 
also sound, practical business bene- 
fits. There is no good reason for any- 
one to object to the normal profits 
possible under this private-industry 
type of operation. Actually, profit in- 
centive is necessary and proper. 
the communities 
gaged in home property redevelop- 
ment, lending institutions are cooper- 
fully with local organizations 
and with the FHA. Some lenders, 
however, have felt that returns are 
not adequate for the work involved 
in handling and servicing the smaller 


In most of en- 


ating 


Too often dominant in lenders’ 
minds is the conception of large, 
high-rise projects. These homes 

in Norfolk County, Va.—200 selling 
from $7,500 to $9,000—re present 

a 221 project of another kind. 


insured mortgages, those of only a 
few thousand dollars. 

Because these small mortgages play 
a vital role in rehabilitation and con- 
servation projects that can improve 
entire communities, it is extremely 
important that banking organizations 
give careful consideration to working 
out some practicable means of financ- 
ing them. FHA Directors in the local 
insuring offices will gladly meet with 
representative banking groups to ex- 
plain details of the program operated 
by FHA under Sections 220 and 221. 
Also, questions and requests may be 
directed to the Special Assistant for 
Urban Renewal, who is a member of 
the Commissioner’s staff at FHA 
Washington headquarters. He main- 
tains national contact on the program. 
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banking firm did and how they did it. 


A Mortgage 


Banker’s Experience 


220 and 221 have not yet captured the imagination of mortgage bankers 
and builders generally—mostly they have been staggered by the seeming 
complexities of working in this field. This is the story of what one mortgage 


There are excellent possibilities 


for profit in the effort, as the author points out from his experience. 


HERE was a day when the mort- 
gage banker could sit back in his 
office and waii for the builder to 
come in to ask for a loan. With the 
tremendously widened money market 
that we have today, the competition 
from banks, savings and loan associa- 
tions, and insurance companies who 
loan directly, we cannot sit back and 
wait for the business as we once did. 
I would venture the that 
there has never been a time in his- 
tory when the world in which we live 
has changed so rapidly. Conceptions 
of space and energy of a few years 
ago are compietely out-moded and we 
might say that the methods of doing 
business and of obtaining new busi- 
ness are undergoing important changes 
too. 


guess 


There are many ways to stimulate 
new business, but this article is going 
to be devoted to one phase of this 
problem that has 
been relatively un- 
touched so far, 
and one which, I 
believe, offers even 
greater possibilities 
for the mortgage 
banker and the 
real estate man- 
agement firm than 
FHA Sections 203, 
207 or 608 offered 





Ferd Kramer 


in the past. 
The FHA has presented the tools 
that have resulted in a great volume 


By FERD KRAMER 


President, Draper & Kramer, Inc., Chicago 


of business for the mortgage banker 
and, of course, has created great 
wealth for many builders across the 
country—even for some who intoned 
against the Federal Government for 
intruding into the so-called private 
real estate and mortgage banking 
fields. 

Sections 220 and 221 are the new 
tools available that as yet have not 
captured the imagination of most 
mortgage bankers or builders. These 
are tools that will enable those who 
learn to use them to build up tremen- 
dous mortgage portfolios and manage- 
ment departments, and what makes it 
even more exciting is that, at the 
same time, the users of these tools 
can make an important contribution 
to their communities and to their 
country. 

Sections 220 and 221 are available 
only in urban renewal areas. There- 
fore, those who make use of them can 
play an important part in renewing 
blighted areas and providing modern, 
decent, safe and sanitary housing for 
their communities. 

There is no time to lose. Urban 
renewal is in the process of getting 
up a real head of steam. Mayors, 
city managers and council men all 
over the country are at last realizing 
that it is good politics to promote 
urban renewal. Mayors have already 
been re-elected on such a platform. 
Cities are making land available to 
redevelopers at a time when the big- 


gest problem facing builders across the 
country is the scarcity of land with 
utilities. Therefore, it is good business 
for the mortgage banker to encourage 
his builder clients to promote redevel- 
opment projects; and if his builders 
are too short-sighted to see the possi- 
bilities, I would advise him to become 
an entrepreneur in this field himself. 

As a case study I will relate my 
experiences in getting a redevelopment 
project into the construction stage. 

Chicago is no different from many 
other cities across the country: its 
central business area is surrounded by 
square miles of rock bottom slum 
areas. This is, of course, recognized 
as a most unhealthy condition not 
only because of the effect it has on the 
people who live in them but also be- 
cause the spread of slums has forced 
middle and upper income people out 
into the suburbs, and this slum area 
barricades the central business area of 
the city from its market. A central 
business district which pays a very 
large share of the taxes of the com- 
munity, thus surrounded by slums, is 
bound to deteriorate at a rapid rate. 
Thus, its ability to pay these taxes 
which are essential to the city, is fast 
being dissipated. 

In part of this belt around the Loop 
in Chicago, and just south of it, are 
located two institutions which have 
been very important to Chicago. One 
is Michael Reese Hospital, the largest 
private hospital west of the Alleghen- 
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ies; the other is the Illinois Institute 
of Technology, one of the most im- 
portant and best known educational 
institutions in the Chicago area. 
Michael Reese Hospital and Illinois 
Institute of Technology found them- 
selves being strangled by the slum 
area, in that parents were beginning 
to feel uneasy about sending their 
children to school there and doctors 
were finding difficulty in getting their 
patients to go through the blighted 
district to come to the Hospital. There 
was great agitation in both institutions 
to move out of the area. However, 
when estimates were made of what it 
would cost to relocate the institutions 
they gave up the idea quickly. It 
would have been prohibitively expen- 


was. therefore, decided that 


sive. It 
they would have to stay in their neigh- 
borhoods, but that they should join 
together with other organizations and 
institutions in the area to try to up- 
As a result of this decision, 
a citi- 


grade it 
these 
zens neighborhood organization known 
South Side Board. 
Che planning staff of this organization 
at about this time 


two institutions formed 


as the Planning 
with key members 
Michael Reese Hospital employed a 
full time planner) of both the Hospi- 
tal and the Institute developed a com- 
prehensive plan for the redevelopment 
of this area south of the Loop of 
Chicago. As a result of this plan six 
very important things happened: 


22 
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1. Illinois Institute of Technology ac- 

quired acres of slum around its 

campus for its own expansion pur- 
poses. 

Michael Reese Hospital made a 

deal with the Chicago Housing 

Authority (there was no land 

clearance commission at the time 

to acquire land for the expansion 
of its campus. 

3. The New York Life Insurance 
Company was prevailed upon to 
come in to build a $30,000,000 
housing development and shopping 
center on 100 acres of land im- 
mediately south and adjacent to 
Michael Reese Hospital. 

+. The School Board of the City of 
Chicago acquired a two block area 


nN 





for clearance for the purpose of 
building a modern high school one 
block west of Michael Reese Hos- 
pital. 

». The School Board also acquired a 
site immediately adjacent to the 
New York Life site for construct- 
ing an elementary school. 


6. The Park Board of the City of 


Chicago acquired a site adjacent 
to the elementary school and to 
the New York Life project for 
recreational purposes. 

The next problem to be tackled was 
the elimination of the slum area be- 
tween Michael Reese Hospital and the 
Illinois Institute of Technology. It 
was decided that this area should be 


replaced with housing in the middle 
income bracket. Michael Reese Hos- 
pital’s border on the south is now 
well protected by the New York Life 
project, on the east by a park and 
Lake Michigan and on the north by 
a light industrial district, but the west 
was still an abject slum. It was at 
this point that we called on several 
members of the Board of the Hospital 
as well as other influential people in 
Chicago who had some idea of the 
importance to the city of clearing 
slums. These men provided the equity 
money which made the first building 
in this project possible. In this case, 
it amounted to $875,000. The next 
project will only require about half 
of this amount because since this loan 


In the center is 

the project which 

the author describes, 

the first of five contem- 
plated for construction in 

this choice area of Chicago, 
almost at the front door of the 
central business district. A great 
amount of work goes into a 
project of this sort but, as ex- 
plained, it can be a most 
profitable operation for 

the firm which can 

take advantage of 

every opportu- 

nity offered. 


was approved, the Chicago area has 
been declared a high cost area and, 
therefore, a larger first mortgage is 
obtainable. Naturally this will make 
the financing of the next buildings 
somewhat easier. In an area of about 
thirty acres our achitects laid out a 
site plan for five 19-story buildings 
each containing 342 apartments con- 
sisting of two-room efficiencies, 342’s 
and 41’s. The next step was to ar- 
range for the Land Clearance Com- 
mission to agree to acquire the land 
and sell it to us at a price of 50c per 
square foot. Obviously it took some 
time to assemble this land but it fi- 
nally came about, and an agreement 


was made with the Commission to 
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take down the land approximately 
one-fifth at a time, with an agreement 
that we would have the option of 
drawing down the next portion any 
time within eighteen months from the 
start of construction of each successive 
building. A 40-year mortgage was 
placed on the first building with a 
life insurance company in the amount 
of $2,872,800. The building is fast 
nearing completion and occupancy 
began in July. This means that our 
mortgage portfolio is increased by this 
amount, and our management de- 
partment will collect annual rents on 
this building of approximately $440,- 
000. If, as, and when all five build- 
ings are built, our mortgage portfolio 
will be increased by approximately 
$15,000,000, and our management de- 
partment rent collections will have 
gone up by $2,201,100 with a gross 
management commission of $110,055. 

In the rental housing field it gen- 
erally does not take very long to glut 
the market with luxury housing at 
high rentals. As a matter of fact, in 
many cities today there are consider- 
able vacancies in this type of rental 
housing. In the middle income field 
the market is almost limitless. If 
builders see that projects of this type 
are feasible, I am sure more of them 
will come into the market. I am not 
sO egotistical as to think that it was 
just due to my salesmanship that I was 
able to get the equity money required 
for this Michael Reese redevelopment 
project. The people put their money 
into it for two reasons: first, it was 
essential to the life of the Hospital and 
many of the investors had an interest 
in the Hospital; second, it was a good 
sound investment. True, it would not 
pay back the money as fast as some 
of the luxury projects that have been 


built, but, on the other hand, it may 
be a more stable investment because 
the market for its apartments is much 
broader. The income that it does 
throw off for the first eight to ten 
years will be paid out of depreciation 
and, therefore, return of principal, 
and this is a very attractive feature 
to people who are in a high income 
bracket. 

Should the Technical Amendments 
Bill be passed with a provision that 
will give real estate trusts the same 
advantages as general investment 
trusts, it will be even easier to get 
funds for equity projects of this type. 

Most experts in the field of housing 
and housing finance recognize that 
the crying need in this country is for 
middle income housing. This is mid- 
dle income housing, at least in many 
parts of the country, because people 
with family incomes of from $5,000 
to $10,000 can afford these apart- 
ments. 

I should like to mention the great 
contribution which ACTION (Ameri- 
can Council To Improve Our Neigh- 
borhoods) is making in this field. Its 
educational and research program is 
reaching out to communities all over 
the country. Thus, it is easier today 
to get community leaders, individually 
or the corporations that they head, to 
put money and effort into urban re- 
newal projects. Because of the 
ACTION program, they now know 
that it is good business to have decent 
modern accommodations in their cit- 
ies. There is great competition be- 
tween communities for plants and for 
personnel to man the plants and man 
the offices, and the communities that 
have the best living conditions are the 
ones that will reap the benefits. The 
industrial, commercial and financial 








SENTRALLY LOCATED IN 
SANTA ROSA, CALIFORNIA 


! ! 
I | 


leaders of Pittsburgh know this—so do 
those in Chicago—and if they do not 
know it now in your community it 
won't be long before they do. You 
can help educate them and in the 
process you can build up a whopping 
mortgage and management business. 
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A Course for the Future 


Vow that everyone with any interest in the subject of 
urban renewal is taking a closer look at the tools 


under which it can be accomplished, are changes in 


these tools in order? 


>> THE RECORD SO FAR: In 
retrospect, what’s wrong with urban 
renewal, what else is needed? 

FHA’s 


re-house urban renewal displacees in 


four-year-old program to 
cheap housing has turned up curi- 
ously mixed results, House & Home 
has concluded. 

For new homes, it has turned out 
to be “a flop” despite no-down-pay- 
ment, 40-year loans which keep 
monthly payments as low as any gov- 
ernment-backed mortgage program in 
existence. 

But for 


homes. it 1s 


used and rehabilitated 


beginning to catch on 
fast in cities where builders and real- 
tors are taking advantage of it. 
“The dawning truth,” it says, “is 
that existing houses make better sense 
for renewal displacees because they 
advantages over new 


have two big 


homes: 


1. Cost. In nearly every northern 
city, land and construction costs are 
too high to build good housing to 


sell below FHA Section 221’s $9,000 
$10,000 in officially designated 
But such cities have 


limit 
high cost areas 
thousands of sound older homes 
priced at $10,000 or less. 


2 Location 


Local housing officials 
have found that most slum displacees, 
white and Negro alike, prefer to stay 
near their old neighborhoods 


whether they rent or buy a home. 
Few are willing to move miles away 
to get a cheap new house 


Relocation housing is becoming a 


more and more important housing 
issue as slum clearance and highway 
building programs gain momentum. 
Federal law requires cities to provide 
for re-housing displacees from urban 
renewal in decent, safe and sanitary 
quarters. No such requirement ap- 
plies to families uprooted by highway 
building or local public works, but 
they are equally eligible for reloca- 
tion housing built under FHA pro- 
Fed- 


grams, or for public housing. 


Here’s one set of suggestions 


eral officials estimate the combined 
programs will displace some 247,000 
families during the next three years. 
FHA Section 221 is the chief vehicle 
for rehousing displacees in privately- 
financed quarters. 

“As a program for existing houses,” 


says House & Home, “Section 221 
was largely overlooked for the first 


two years of its existence. The popu- 
lar concept was that it was only for 
new housing. Some district FHA di- 
rectors, say realtors who have strug- 
gled with the program, even refused 
to consider applications for existing 
units, thus revealing the shocking 
truth that they had not read the law 
or the regulations. 

“Official figures disclose how little 
Section 221 has accomplished so far 
as a program to put displaced slum 
families into new homes. As of March 
31, construction had started on only 
2,304 units of the 71,332 the Housing 
and Home Finance Agency had certi- 
fied to FHA as needed.’ 
And FHA 
standing for only another 5,394 units. 
Equally fact that 
there is almost no bulge of applica- 
commit- 


‘urgently 


commitments were out- 


revealing is the 


tions above already-issued 
ments.” 

Now, it reports after a nationwide 
sales of used homes under 
are picking up. And “a 


are 


survey, 
Section 221 
smart builders and realtors” 
discovering that the program is “a 
neglected FHA goldmine,” says the 
magazine. Two reasons why: 

>> Used homes can be sold on the 
same “fabulously easy” (no-down, 40 
terms as new houses under Sec- 
221. And they are eligible (as 
for a mort- 


few 


year 
tion 
are new units under 221 
gage from Federal National Mortgage 
Association under its controversial 
special assistance program. Under 
special assistance, FNMA is forced 
by law to pay par for FHA mortgages 

a price which is about 2 to 5 per 
cent than such a loan would 
bring on the private market. 


more 
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2? If no displaced family buys the 
used house, it can be sold to anybody 
after it has been on the market for 
60 days—provided the builder or 
realtor has spent 20 per cent of the 
mortgage rehabilitating it. If the 
home has not been rehabilitated, then 
221 terms can be used only if it is 
sold to a displacee. 

“A new house also can be sold to 
anybody if no displacee buys it within 
60 days. The large majority of dis- 
placed persons . . . have been buying 
existing houses at about $8,000 to 
$8,500 rather than buying new 
homes,” says an FHA spokesman at 
Louisville, Ky. 

In Columbus, Ohio, where 
builder of new 221’s has sold only six 
of 94 homes to displaced families, 
Realtor John F. Havens has sold 100 
rehabilitated homes, all to displacees. 

Legislation now before Congress 
would boost the price limits for both 
new and used homes sold under 221 


one 


from $9,000 to $10,000 (and from 
$10,000 to $12,000 in high-cost 
areas “Some builders think this 


would help 221 in the North,” House 
& Home reports, “but many more 
think even $12,000 is too low for cities 
like Chicago and Cleveland with 
notoriously high costs.” 

What may be more helpful, says the 
magazine, is another proviso in the 
housing bill to 
rental 


omnibus 
221 provisions for 
Now, rental 
under is limited to non-profit 
corporations—which “scares off most 
builders,” even though a builder can 
make a 10 per cent building fee plus 
a 5 per cent management fee on a 
rental 221 project under a nonprofit 
corporation. The proposed legislation 
would let builders put up 221 rental 
units with 100 per cent FHA loans 
excluding an allowance for profit 
and risk) subject to cost certification 
to prevent windfalls. 

But, concludes House & Home: 
“It is clear 221 needs than 
higher cost limits or rejiggered ar- 
rangements for its rental program. It 
needs promotion by FHA.” And, says 
the magazine: “FHA Commissioner 
Norman Mason has turned the pro- 
motion job over to one of FHA’s best 
salesmen, C. Franklin Daniels, who 
made his mark as a salesman by 
promoting 213 co-ops into the third 
largest program in FHA.” 


pending 
broaden 
housing. construction 
221 


more 
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Servicing Tips from the Top i 


A monthly department about Mortgage Loan Servicing conducted by W. W. Dwire, 


Detroit, and member, 
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Bank Does Mortgage Firm Payroll 


ORE and more arrangements are being worked out with commercial 
banks that are of great help to the mortgage banker. In certain cases 
the commercial bank is handling cashiering and/or remittance functions 
while in the case of W. A. Clarke Mortgage Company the commercial bank 


is preparing our entire payroll. 


This arrangement includes free checking accounts and regular withhold- 
ing for savings, etc., if and as authorized by the employee. The employees 
receive a detailed statement each pay period showing the gross amount of 
salary, various payroll deductions and net amount deposited. 


Contributed by Lemuel J. Holt, Secretary, 


W. A. Clarke Mortgage Company, 
Philadelphia 


Consolidated Certification Form 


ERE is a contribution by an investor that has reduced servicing costs 
for us and we recommend it to all investors and mortgage bankers. 


The Mutual Life Insurance Company of New York has consolidated all 
of their annual certification requirements with respect to 1-4 family dwell- 
ings into one simple certification form. The servicing agent on this one form 
certifies annually as to payment of taxes, FHA mortgage insurance premiums 


and to hazard insurance require- 
ments. The form is 8%x11 inches 
and on the reverse side provides 
space for exceptions. It not only sim- 
plifies things in our office but must 
also reduce work in review and filing 
in Mutual’s office. 


Contributed by 
R. C. Lauten, Assistant Secre- 
tary, 
Citizens Mortgage Corporation 
Detroit 


>> PUBLIC WORKS RISE: AI- 
though overshadowed by concentra- 
tion on the defense establishment 
and the economic impact of military 
spending, U. S. Government expendi- 
tures on public works have developed 
a marked uptrend after several years 


of comparative stability. 

As a result, public works programs 
are becoming an important factor in 
the rise in Federal spending to record 
peacetime levels, and a significant 
counter-recessionary force at the same 
time, whether or not they satisfy the 
advocates of massive pump-priming. 


A Bureau of the Budget analysis of 
public works programs of recent years 
and their cost show that such Federal 
expenditures, civil and military com- 
bined, ranged from around $4 billion 
to somewhat over $5 billion a year in 
the 1952-57 fiscal periods, with the 
high point set in the 1953 fiscal year. 


For the current fiscal year, there 
will be a rise of more than a billion 
dollars over the 1957 period to a total 
estimated at $5.7 billion for the year, 


and the probabilities are that this 
increase will be equalled or exceeded 
in the 1959 fiscal year starting on July 
1. The last official Government fig- 
ures for public works spending placed 
the total at $6.7 billion for the 1959 
fiscal year, but steps taken to acceler- 
ate some of these programs as an eco- 
nomic stimulant indicate a substan- 
tially larger expenditure total than 
originally estimated. 


The figures thus show that Federal 
public works spending will rise about 
50 per cent in a short period of two 
years, and that they will come close 
to being the equivalent of a tenth of 
total annual Government budget 
spending. Such totals were exceeded 
only once before in the nation’s his- 
tory, at the peak of Federal spending 
during World War II. Then the 
dominant public works factor was 
military, with civil public works held 
to the minimum. This time the big 
push is coming from civil public 
works, led by the highway program. 


The Bureau of the Budget analysis 
states that direct Federal construction 
currently constitutes about 6 per cent 
of the total value of new construction. 
Federally-aided State and local public 
works represent another 4 per cent. 
But this is only a partial indication of 
the Government’s impact on the key 
construction industry. Government ac- 
tion stimulates private construction in 
a number of ways, through incentives 
to farmers, homeowners, and_busi- 
nesses in the form of loans, loan 
guaranties, tax concessions, and grants. 


Civil public works, which had 
trailed the military in expenditures in 
most recent years, drew up on a par in 
the 1957 fiscal year. They are now 
running well ahead, with expenditures 
in the current fiscal year estimated at 
$3.5 billion as against $2.2 billion 
for military public works. An even 
wider margin for civil public works 
over military is forecast for the 1959 
fiscal year. 
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Allocation -the Mortgage Banker's Survival 


By JOSEPH L. ENGLEMAN 


Director of Mortgage Services 


The Mutual Life Insurance Company of New York 


E AT Mutual Life of New York 
believe that 
prerequisite to the correspondency sys- 
We that 
formalized plan which will assure a 


“allocations” are a 


tem. believe without some 
continuing and equitable distribution 
of funds to all correspondents, the cor- 
respondency system as we know it 
today would cease to exist. 

At the inception 
olf our mortgage 
program, we be- 
lieved that the al- 
location system 
the only 


was Ssys- 


tem through 
which loyal, long- 


term relationships 





could be devel- 
Joseph Engleman oped and main- 
tained for our 
company and its correspondents. We 


believed that a strong correspondent 


organization must have a fairly regu- 
lar flow of funds upon which it could 


depend 


Today, after years of operation, we 
still believe it is the best and only sys- 
tem under which the common objec- 
tives of both correspondent and in- 
vestor can be successfully achieved. 


Although most of us are fully aware 
of the many individual benefits of the 
allocation system, let’s wrap them all 
together and take a look at the whole 
package to get the fullest apprecia- 
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tion of the full value to the 


gage loan correspondents. 


mort- 


A mortgage banker has an enter- 
prise in which his personal stake is 
The success of that en- 
terprise is vital. To be a success, his 
business cannot be just a day-to-day 

or even a year-to-year—operation. 


tremendous. 


It has to be a continuing operation, 
year in and year out, in good times 
and bad. 

Though it may be an over-simplifi- 
cation of this mortgage 
banking, I think it can be safely said 
that, in the final analysis, the success 


business of 


of his business depends essentially on 
two things: 


>> The basic commodity—money and 


>> “Know-how,” his ability to market 
that commodity intelligently and ef- 
fectively—and thereby profitably. 

To apply and properly exercise the 
“know-how,” he must know every- 
thing about the basic commodity, he 
must know how much money he will 
must know when he will 
have it, and, finally, he must know 


for how long it will have to last. 


have, he 


Without this information, he is fly- 
or as the saying goes—‘“by 
the seat of your pants.” With it, he 
is “on the beam.” With full informa- 
tion as to his money situation: 


ing blind 


>> He is in a better position to nego- 
tiate with builders. 


at the Annual Convention of the Texas MBA 


>> He can most effectively arrange 
his interim bank credit. 

>> On construction financing, he 
knows he will have sufficient funds to 
meet the ultimate permanent loan. 
>> He can gear his production activ- 
ity to the amount of funds available. 
>> He can more accurately determine 
his needs, both as to personnel and 
additional investors. 

More importantly, it minimizes the 
elements of risk and uncertainty. To 
at least the limits of his allocation 
he can be reasonably assured that the 
investor will not drop out of the 
market—leave him unsupported on 
outstanding purchases or commit- 
ments. 

He can also be reasonably certain 
that if he can produce an adequate 
volume of loans, he will not be frozen 
out by his investor shifting to other 
types of investments on which a 
greater yield is obtainable—or to some 
more fortunate correspondents who 
have a greater volume of loans avail- 
able to them. 

Finally—and probably most impor- 
tant of all—he can be reasonably cer- 
tain that his servicing account will be 
maintained at a constant level and 
will, if at all possible, be increased. 

In our own program, for example, 
we try to follow a policy which assures 
that a correspondent’s allocation will 
at least be equal to the amount of his 





n 


n 





total principal “run-off” in our ac- 
count. We feel certain that corre- 
spondents recognize—as we do—that 
the revenue from their servicing func- 
tion is—and probably will for some 
years to come—be a major considera- 
tion in their total income. 

These several advantages add up to 
a most important requirement to any 
enterprise— “consistency,” the assur- 
ance that you can always be “in busi- 
ness.” 

To that end, the assurance of al- 
ways being “in business,” we believe 
the “allocation system” is a “must.” 

Now what about the investor, in 
what ways does the system serve his 
purpose ? 

The major responsibility of an in- 
vestment officer in a life company is 
the placement of policyholder funds 
where they will produce the maximum 
return while simultaneously maintain- 
ing the maximum safety of principal. 

We are obliged to secure a return 
sufficient to meet the interest require- 
ments on policy reserves and fixed rate 
obligations, to reduce the cost of in- 
surance to our policyholders, to make 
our product ever more competitive, 
without, however, forsaking the prin- 
ciples of prudent lending. 

To this end, it is obviously neces- 
sary, in a mortgage program or any 
investment program for that matter, 
to avoid excessive concentration in 
any given area. It is essential to ob- 
tain a diversification throughout those 
sections of the country which, in the 
opinion of the investor, have the great- 
est stability and the most promising 
future. 

At the inception of our program, 
we established investment figures 
which represented our concept of di- 
versification and maximum exposure 

by cities—throughout the country. 
In general, this maximum was about 
+ per cent of the total mortgage re- 
cordings of each particular area. 

Through the allocation system, we 
have been able to maintain a system- 
atic control over the geographical dis- 
tribution of investments and operate 
within the limits of our original op- 
timums. For example, today we have 
mortgage loans in 43 states; in only 
six do we have a concentration in ex- 
cess of 5 per cent of the total. 

While acquiring this diversification, 
we have also been able to maintain a 
reasonably consistent flow of funds to 





“We believe that now—more than ever before—there must be some 
formalized plan of allocations which will give definite and tangible 


evidence of investor support—a plan which eliminates the insecurity 


of operating on an ‘in and out’ basis, one that assures the con- 


tinuity of production activity and a constancy of income from 


servicing functions. It must be a plan which recognizes that we are 


dealing—NoT with inanimate corporate bodies—but with individual 


living people, a plan under which the correspondent-investor rela- 


tionship is regarded and respected morally as well as legally. We 


submit that the allocation system constitutes such a plan—that it 


assures not just survival but an opportunity to grow and prosper 


together and in proportion with the investor.” 


all of our individual correspondents. 

Finally, by recording production 
against allocations, we have been able 
to maintain an excellent control over 
our “cash” position—and this is im- 
portant. For commitments, as we all 
know, must ultimately be backed up 
with cash. 

We all remember the great hulla- 
baloo in 1953 about the shortage of 
mortgage funds. In that year the net 
yield on our mortgage loan approvals 
was 40 points below that of securities 
investments. Regardless, the alloca- 
tion for mortgage loans in that year 
was $97,000,000—45 per cent of the 
total of available funds. 

Came 1956 and 1957, the years of 
“tight money.” Mortgage loan ap- 
provals in 1956 represented 44 per 
cent of the total investment fund 
despite the fact that the securities in- 
vestment department out-yielded us 
net—by 43 points (almost a half of 
1 per cent). In 1957 mortgage loan 
yields were up, 74 points above 1956. 
But so were securities yields—by a 
similar amount. Again—despite a defi- 
cit of more than 40 points—mortgage 
loans were 49 per cent of the total 
fund, 5 per cent more than in 1956. 

There is proof—despite the superior 
yields on securities investments—that 
mortgage allocations were set and 
lived up to because we have long 
since recognized the importance of a 
continuing flow of funds to the main- 
tenance of a strong correspondent or- 
ganization. This continuing flow of 
funds is the basic principle of the 
allocation system. 

So again, as far as we are con- 
cerned, the allocation system is in- 


dispensable. It has done what we ex- 
pected it to do and no one can ask 
for more than that. 

We are often asked how these allo- 
cations are determined. They are not 
arrived at through a crystal ball. In 
our plan, it involves four basic con- 
siderations, two of which are directly 
reflective of the correspondent’s past 
performance. First, we consider his 
use of prior allocations—the type, 
quality and quantity of his produc- 
tion. Next, the quality of his servicing 
of our loans—and this is very signi- 
ficant, for while good servicing will 
not make an initially poor loan good, 
poor servicing can very quickly turn 
an initially good loan into a real prob- 
lem. We consider, too, the current 
market and economic conditions in his 
area, for regardless of all other con- 
siderations, we cannot, in good con- 
science, disregard our obligations as a 
public trust. 

Finally, we consider and try to al- 
locate an amount at least equal to 
the amount by which his servicing 
account of our loans has been reduced 
by principal repayments in the prior 
allocation period. We realize that the 
revenue from his servicing function is 
the “bread and butter money”—and a 
major factor in his total income. 

In brief, if a correspondent’s pro- 
duction and servicing are good and 
his area is holding up well, he can be 
reasonably certain of having at least 
a continuing level of income and a 
proportional share of the expansion. 

To many this topic may seem to be 
somewhat academic, particularly at 
this time when money is being thrown 

(Continued on page 36) 
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What Makes a FARM 
MORTGAGE BUSINESS 


Successful ? 


Basically, it calls for the same principles of good 
management that make any business successful 
—the same things that spell profit in the city 


mortgage business. 


different in many respects—the em- 
phasis is on many as pects that are not 
predominant in urban lending. 


But the farm loan field is 





By FRANCIS E. FERGUSON 
Manager of Farm Loans, The Northwestern 
Mutual Life Insurance Company, Milwaukee 


SUCCESSFUL farm mortgage 
A business has most of the same 
characteristics as any other successful 
business, but there are three factors 
that stand out as being much more 
important than geographic 


location; specialization; and knowl- 


others: 


edge of product. 
The 


successful, must be 


First and foremost is location. 
operation, to be 
located in an area where business is 
available in sufficient volume to give 
the operation a chance. Sales of farms 
and demands for development capital 
are the two volume sources of mort- 
gage business. 

Of necessity, the farm mortgage 
banker must cover a large area, which 
means time, travel and money. The 
cost needed to ferret out the business 
is greatly affected 
by the 
of the area worked. 


character 


A territory that is 
very spotty as to 
soil type, and/or 


drainage, ill-de- 
- fined 
and water 
{ areas, 
necessary to travel 
to the individual 
arriving at even the 
On the 
water, 


irrigation 
source 


makes it 





F. E. Ferguson 


property before 


most preliminary decision. 


other hand, an area of soil. 
and drainage uniformity can cut down 
on costs greatly. 

Distances create expense and it costs 


substantially the same in time, effort, 
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and expense to handle a $10,000 loan 
as it does one of $50,000. It is, there- 
fore, desirable to be in an area where 
good-sized commercial units predomi- 
nate. 

Location plays still another im- 
portant role. The successful farm 
mortgage man is usually found in 
smaller cities in the midst of the agri- 
cultural area, rather than in the large 
metropolitan area. The needed in- 
terest in farm mortgages is more read- 
ily sustained in smaller communities 
that are tied farms and 
ranches by their social and economic 
life. This same interest is many times 
lost in the large metropolitan area 
where the ready demand for urban 
attrac- 


closer to 


mortgages makes them more 
tive. 

with the proper back- 
ground of education, experience, and 
make any 
The farm 
mortgage business is no exception. 
Dealing with present day commercial 
farmers is the same as dealing with 
any businessman. He must be a spe- 
cialist in his line to be successful—or 
he has a fairly life. 
He respects the man he deals with, 
only if he is a specialist. The 
under- 
standing of the farmer’s problems and 
With this background and 
understanding in the type of farming 


Personnel 
interest are necessary to 
business a going concern. 


short economic 
also 


personnel must have a keen 


rewards. 
or ranching carried on in his area, he 


has the basic tools to carry on the re- 
lationships, underwriting, and investi- 


gation necessary to make the job 
enjoyable and remunerative. 


Distance influences still another 
facet of this very interesting business. 
It becomes not only a costly item to 
overcome, but an ally at the same 
time. It enables one—and also makes 
it necessary—to carry on a broad line 
of services to the farmer and rancher. 
In addition to a mortgage loan serv- 
ice, real estate sales, fire and casualty 
insurance lines, appraisal and farm 
management service, as well as gen- 
eral financial counselling should be 
offered. In other words, the good 
farm mortgage banker must be a jack 
of all trades (as long as he is of serv- 
ice to farmers and ranchers) as well 
as a master of them all. 

Knowledge of product is very basic 
in any business. It is necessary to 
know the general area in consider- 
able detail as to soils, water, drainage, 
location, markets, and above all, 
values. This knowledge is necessary 
not only in relationships with the 
farmer and rancher, but also with 
the lender. The more knowledge one 
has, the more confidence the lender 
and farmer will have, which will re- 
sult in more profitable business and 
more freedom of action. 

Knowledge of tax laws is very im- 
portant. Many farmers are faced with 
problems of inheritance and real es- 
tate taxes that can be relieved con- 
siderably by proper financial counsel. 
These circumstances, more times than 
not, result in mortgage loans that are 
of a size to be desirable and profitable 
business. A close association with a 
good tax attorney is very helpful to 
the farmer, mortgage banker, as well 
as the attorney. 

There is a great need in the coun- 
try for well-informed, able, ambitious 
people in the local level of financing 
agriculture. The task has been great 
in the past, but with further consoli- 
dation of smaller units into larger 
ones, there is a very enjoyable and 
profitable business to aid in this con- 
tinuing shift. Agriculture is a very 
large user of capital, both short term 
and long term, and the opportunity 
is there for the taking. It will help 
measurably if the location is a good 
keen interest know-how in 
agriculture is present, and this in- 
terest is put to work through the wide 
experience and knowledge that is pres- 
ent. 


one, a 
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AN ANNIVERSARY OF SIGNIFICANCE - ACHALLENGE FOR TOMORROW 


HIS year marks a significant anniversary for 

mortgage lending. It is the 25th year of the 
National Housing Act, the terms of which created 
FHA. Almost every mortgage man will agree that 
FHA has brought great and lasting benefits to the 
industry and has, in fact, been the stimulus for 
more improvements and greater modernization 
than any other single development. Mortgage 
lending—as it is done today—is largely a develop- 
ment of these past twenty-five years, a fact some- 
times difficult to realize by those who have been 
in it for a longer period. As great as has been 
FHA’s contribution, a more 
significant and telling single 
fact about the business is the 
tremendous size which mort- 
gage lending has attained — 
also a fact probably not ap- 
preciated by all mortgage men. 
In the past ten years, the mort- 
gage market has consumed 
about a third of the available 
capital in every year except one 
and in some years has taken as 
much as 40 per cent. Thus, as 
the greatest user of capital, our field holds one of 
the commanding and vital positions in our eco- 
nomic scheme of things. The end results of mort- 
gage financing is seen in the millions of homes and 
other construction added to our national wealth 
during this period and is living evidence of how 
important our efforts are in the nation’s economy. 


John C. Hall 


This 25th anniversary serves as a reminder for 
us to take stock of these developments and look 
ahead to the future. In my opinion, no industry 
in the country has come so far so fast—and has 
done its job so well—as our own in this past 25 
years. But we want to continue to grow, to im- 
prove our services, to make what we have to offer 
more convenient and attractive to those we serve, 
to better service the investors we represent and, in 
short, do an even better job in every area. From 
both a short-term and long-range viewpoint, here 
are a few of the major problems and challenges 
which face us, as I see them: 

For FHA: As I have said, FHA is a remarkable 
achievement, the best example we have seen where 
government and private enterprise work together 
for mutual accomplishments which benefit many 
people. But even here, I think, there is room for 
improvement. An entirely free interest rate, such 
as every other area of the capital market enjoys, 
is still vitally needed and its benefits will accrue 
to both borrower and lender alike. It’s still a No. 
1 goal to strive for. Almost as important is the 
desire for FHA to be returned to its original con- 
cept as a mortgage insurance agency—without the 
many added features of social welfare, a trend 
which goes on with accelerated pace year after 
year and was never better illustrated than the 


extravagant housing legislation which the Congress 
is now considering. 

For conventional lending: The conventional 
loan is still the heart of mortgage lending but cer- 
tain phases of conventional lending have not kept 
pace with other developments in the business or 
with the facts of our credit structure. The modern 
experience and record of mortgage lending plainly 
indicate that a higher percentage conventional 
loan can be made with complete safety. The 
6624 per cent rule is out-moded. We need a 
re-appraisal upward. Adoption of the “prudent 
man rule” for mortgages, as it is applied to other 
institutional investments, would be an excellent 
solution for a problem which faces us now and 
will be more and more of a problem in the years 
ahead if nothing is done. In some way, a higher 
percentage loan, in keeping with actual conditions 
of today, must be achieved. 

Remove the barriers: Within the 25-year period 
I have mentioned, we have seen our industry 
evolve from countless local markets to a nation- 
wide market. But it will never be truly nation- 
wide until the legislative barriers which deter 
investors from freely operating in many states are 
removed. In about 25 states, these barriers are 
real, costly, burdensome and restrictive. In others 
where sensible legislation has been passed, invest- 
ment funds from without the state flow freely, 
contributing to the progress and growth of those 
states. This situation challenges our ingenuity and 
best efforts. That success is attainable has been 
proved conclusively by action during the past three 
years in several states. 

The correspondent-investor team: This is the 
combination that has gotten the job done, the very 
bedrock upon which our industry rests. In my 
opinion, the correspondent system was never 
stronger than it is today. It was thoroughly tested 
before this modern evolution of our industry began 

and was found sound and beneficial for both. 
But the more impressive test has been during the 
past 25 years when it has done an even better job 
for investor, originator and borrower. But we must 
never cease our efforts to find ways and means to 
strengthen and improve it, build it into an even 
stronger bulwark than it is now. 

So, as we reach an important milestone in the 
affairs of our industry, an appraisal of the past 
gives us cause for satisfaction. But the future holds 
great challenges for us, and we must meet them. 


‘s Q\ 


PRESIDENT 
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Again this year, with the opening of the doors for the 1958 
sessions of the School of Mortgage Banking at Northwestern 
University, the MBA educational program soared ahead to better 
its own previous record high in attendance, with a combined 
enrollment in Courses I, II and III of 324. The freshman class 


These students came from 27 states, the District of Columbia, 
Puerto Rico and Canada. This year’s graduating class of 115, 
below, was the third group to complete the full three-year cur- 
riculum and was by far the largest. It was made up of students 
from 32 states, the District of Columbia, Puerto Rico and Canada, 
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of 109 students, shown above, was made up of representatives 
from 88 different companies. And, geographically, they came 
from 53 different cities in 27 states, plus the District of Columbia 
and Puerto Rico. In Course II, below, the class totaled exactly 
100; and, here, 81 different firms in 61 cities were represented. 


and included representatives of 89 companies in 66 cities. Of 
these 115 graduates awarded certificates of completion at cere- 
monies in Thorne Hall, Saturday, July 5, some 37 attended 
Courses I and II on the Stanford campus; the other 78 completed 
their full three years of study at the Northwestern School. 











Another Year of the 
SCHOOL OF MORTGAGE BANKING 


more extensive instruction in 
mortgage servicing and appraising, an 
unexcelled faculty of nearly 60 leading 
educators and 
and a new top attendance record of 
324, combined to make this year’s 
School of Mortgage Banking at North- 
western University the best yet pre- 
sented. Now in its eleventh year, the 
MBA educational program continues 
to grow, adding to the comprehensive- 
ness of its curriculum as the chang- 
ing demands of the industry dictate 
and adding, too, to its stature as one 
of this nation’s major educational pro- 
grams currently being offered by any 


A N expanded curriculum, including 


mortgage executives, 


industry. 

At all three course levels, this year’s 
more acutely coordinated schedule 
encompassing additional lecture pe- 
riods, expanded discussion groups, the 
distribution of and exposure to a 
multitude of materials and 
sources of reference—gave ample evi- 
dence of the School’s accelerated pace. 
In Course III, particularly — with 
special student elective sessions on a 


greater 


variety of property types not ordi- 
narily handled by all mortgage bank- 
ing firms specific three-hour study and 
discussion groups led by a designated 
student leader, two written examina- 
tions, a full 
which in essence was a survey of the 
whole field of mortgage financing- 
was felt the full impact of this accel- 
eration. 


afternoon symposium 


This year’s group of graduates, 115 
in number, brings to 280 the total of 
mortgage personnel who, to date, have 
successfully completed the three-year 
prescribed course of study. And, too, 
it provides a positive idea of just how 
important the School of Mortgage 
Banking has become as the source of 
competent personnel for tomorrow’s 
business—and will continue to be, as 
further classes come up through the 
ranks. 

In awarding to this year’s graduates 
their certificates of completion, in 
ceremonies held at Northwestern Uni- 
versity, Saturday, July 5, MBA Vice 
President Walter C. Nelson termed 


the occasion “a very, very significant 
day.” It was just that; for significant 
is, indeed, the appropriate term with 
which to synthesize the full meaning 
of this broad education endeavor, pro- 
viding as it does a truly professional 
approach in the training and develop- 
ment of those upon whom the indus- 
try must depend in the years ahead. 

As the major commencement 
speaker, Dr. Willis M. Tate, presi- 
dent, Southern Methodist University, 
Dallas, in his address entitled “Educa- 
tion for Tomorrow’s World,” pointed 
out that the cold war of this world is 
in actuality being fought in its schools 
and classrooms, and he emphasized 
that “the only certainty we have that 
we can pass on to students is the in- 
evitability of change.” 


Another school year in the mortgage 


He compared the moment of grad- 
uation to the readying at a launching 
site, with the prospects in view for a 
mighty exciting trip ahead; and in 
enumerating the “tools” 
required in any fully-equipped “crash 
kit,” Dr. Tate listed: independence of 
thought and action; enthusiasm, which 
he defined as an eagerness to be intent 
about whatever one is doing; work, 
the greatest gift God has given to man 
and important as the expression of 
man; capacity for tension; and the 


necessary 


acceptance and recognition of uni- 
versal and time-proven values. 
Philip C. Jackson, Jr., MBA edu- 
cational chairman, pre- 
sided at the graduation. MBA direc- 
tor of education and research Lewis 


(Continued on page 34) 


committee 





industry comes to a close. At the gradu- 


ation, MBA Vice President Walter C. Nelson, MBA Educational Director 
Lewis O. Kerwood, Dr. Willis M. Tate, president of SMU and Philip C. 


Jackson, Jr.,. MBA Educational Committee chairman. Below, the graduates 


listen to the graduation address by Dr. Tate. 
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Checking in for Courses I and II, are (at right, front to back) 
Charles R. Finnell, Walker & Dunlop, Inc., Washington, D. C.; 
John G. Greer, Guaranty Mortgage Company, Nashville; Alex E. 
Schneiderman, Lawrence A. Epter & Associates, Inc., New York; 
James W. Jones, Jr., Jones-West Mortgage Company, Dallas. 
Assisting are MBA staffers Mrs. Mary Moore, Marlene Gustafson, 


Davis, Jr.. Murphree Mortgage Company, Nashville; Frank W. 
Reed, he First National Bank at Orlando, Florida; A. A. John- 
son, Colonial Mortgage Service Company, Upper Darby, Pa.; 
Vincent Keane, Mutual Life Insurance Company of New York; 
William I. DeHuszar, Dovenmuehle, Inc., Chicago; James G. 
Wasson, MBA Director of Servicing & Accounting. Then, Harry 


Company, Nashville; Earl C. Stephenson, Jr., Edwards-Northcutt- 
Locke, Inc., Fort Worth; A. N. Abernathy, The National Life & 
Accident Insurance Co., Dallas. Then, William E. Daniels, T. J. 
Bettes Company, Houston; Julio Wiscovitch, Dept. of the Treas- 
ury, San Juan, Puerto Rico; C. Travis Traylor, Jr., Union Mort- 
gage & Investment Co., Inc., Houston; Allen M. Kinghorn, 
Kinghorn, Driver & Co., Houston; William H. Pace, Jr., Good- 


Lois Ann Skonie, Mrs. Genevieve Perryman. Next, that’s MBA 
Director of Education & Research Lewis O. Kerwood, with Dr. 
Homer V. Cherrington, Ohio University; Walter R. Kuehnle, 
Walter R. Kuehnle & Co., Chicago; Richard E. Gragg, Realty 
Mortgage and Sales Company, Oklahoma City; Cary Whitehead, 
Allied Investment Company, Memphis. Below left, Raymond L. 


T. Gorman, Columbian Mutual Life Insurance Company, Bing- 
hamton, N. Y.; James A. Drysdale, The Binghamton Savings 
Bank, Binghamton; E. Boyer Chrisman, Franklin Capital Corpora- 
tion, Newark; Roland H. Kratzer, Jr., Amos G. Hewitt Mortgage 
Company, New Haven. Lower left, William C. Mitchum and 
Valentine W. Smith, The National Life & Accident Insurance 


year Mortgage Corp., Charlotte. Below left, F. M. Laux, Standard 
Mortgage Corporation, New Orleans; J. Marshall Parker, First 
National Bank of Memphis, Tennessee; Philip C. Jackson, Jr., 
chairman, MBA Educational Committee; John G. Greer. Finally, 
the speakers’ table, Course I and II “Get Acquainted’ Dinner: 
Dr. Cherrington, Lewis O. Kerwood, Philip C. Jackson, Jr., and 
Dr. Haro!d W. Torgerson, MBA educational consultant. 





, . Nt 

Ladies attending included: Nelda R. Jegl, Federal Life Insurance 
Company, Chicago; Virginia B. Fielder, James W. Rouse and Com- 
pany, Baltimore; Colleen Lowery, North American Mortgage 
Corporation, St. Petersburg; Marie Hulderson, Central National 
Bank and Trust Company, Des Moines. At right, A. Paul Rich- 
mond, Stockton, Whatley, Davin & Company, Jacksonville; James 
C. McCarn, Jr., First-Austin Investment Corporation, Austin; 


Knutson Company, Minneapolis; Donald Becker, Dayton Mort- 
gage Company, Dayton. Then, John L. Hendry, III, Maxson- 
Mahoney-Turner, Dallas; Edward J. Voltin, Realty Mortgage 
Corporation of Austin, Texas; James A. Justice, Glenn Justice 
Mortgage Company, Inc., Dallas; Millard N. Williams, Lynes 
Mortgage Co., Savannah. At left, below, George E. Glover, T. 
J. Bettes Company, Houston; Henry W. Johnson, The Bowery 
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Bank, McKeesport. Left, bottom, Larry R. Byington, Farmers 
New World Life Insurance Company, Seattle; Julian B. Everett, 
Carroll Mortgage Company, Seattle; Dwight L. Merriman, Jr., 
E. S. Merriman & Sons, San Francisco; J. Ben Walford Jr., The 
First National Bank of San Jose, California; Robert R. Fink, 
Hanson Mortgage Co., Pueblo, Colo. In final photo, (seated) 


James J. Conti, W. A. Clarke Mortgage Co., Harrisburg; Daniel 
J. Sullivan, Teachers Insurance and Annuity Association of 
America, New York City; Hugo F. Brehm, Harry S. Surkamp 
Investment Co., Clayton, Mo. Below left, Clement E. Schirtzinger, 
The Byrne Realty Co., Dayton; John R. Libby, American Mort- 
gage and Trust Company, San Antonio; Johnny F. Splichal, W. 
K. Ewing Co., Inc., Sam Antonio; Emanuel E. Machacek, The 


et 


Savings Bank, New York City; James E. Brophy, James T. Barnes 
& Co., Detroit; Robt. L. Cobb, T. J. Bettes Company of Cali- 
fornia, San Diego; Carl White, Jr., Palomar Mortgage Company, 
San Diego. Below, at the Course III “Get Acquainted” Dinner, a 
serenade for Ernest T. Metzler, W. A. Clarke Mortgage Co., 
Pittsburgh; James Conti; William F. O’Rourke, Robert A. Cline, 
Inc., Cincinnati; Perrin M. Law, Western Pennsylvania National 


Edmund W. Genier, American United Life Insurance Company, 
Indianapolis; J. Austin Tatum, T. J. Bettes Company, Fort Worth; 
L. V. Sharp, Allied Investment Company, Memphis. And (stand- 
ing) Albert M. Austin III, Boyle Investment Company, Memphis; 
Kenneth P. Morrison, Jr., T. J. Bettes Company, Houston; 
Irving F. Ball, Mortgages, Inc., Indianapolis. 














SCHOOL OF MORTGAGE 
BANKING 
(Continued from page 31) 
O. Kerwood presented the candidates 
for graduation. Other speakers in- 
cluded Dr. Harold W. Torgerson, on 
behalf of University; 
Thomas | 
The Lomas & Nettleton Company, 
New Haven, Conn., on behalf of the 
Kenneth P. Morrison, 


Bettes Company, Houston, 


Northwestern 
Melody, vice president, 


alumni; and 


Jr. T. J 


who gave the student response. 


Graduates in the 1958 Class were: 


Norman M. Albright, Albright 
ment Company, Winfield, Kan. 

William M. Alexander, Jr., Adair Realty 
& Loan Company, Atlanta 

Ray M. Antrim, The Minnesota Mutual 
Life Insurance Company, St. Paul 

Emmett C. Aufranc, Charles F 
and Company, Oswego, Kan. 

Frederick H. Auld, The Kanawha Val- 
ley Bank, Charleston, W. Va. 

Albert M. Austin, III, Boyle Investment 
Company, Memphis 

James F. Aylward, Sherwood & Roberts, 
Inc., Walla Walla, Wash 


Invest- 


Curry 


Irving F. Ball, Mortgages, Inc., Indian- 
apolis 
William Barrett, Old Dominion Bank, 


Arlington, Va 


Guido Bartolo, Bank of America, Val- 
lejo, Calif 
Daniel J. Bartz, New York Life Insur- 


ince Company, Los Angeles 

Rodney A. Beck, James H 
Louisville 

Roy L 
Little Rock 

Harold W. Bierg, James T. Barnes & 
Company, San Juan, Puerto Rico 

Hal Blaauw, Great Lakes Mortgage Cor- 
poration, Chicago 

Raymond T. Boswell, Blaylock 
ment Corporation, Shreveport, La 

Henry L. Bouscaren, B. F. Saul Co., 
Washington, D. C. 

H. F. Brehm, Harry S. Surkamp Invest- 
ment Co., Clayton, Mo 

Neilson C. Bridger, Saving Fund So- 
ciety of Germantown, Philadelphia 

James E. Brophy, James T. Barnes & 
Co., Detroit 

William A. Brown, Ralph C 
Los Angeles 

Francis E. Burrows, 
Riverside, Calif 

Lawrence R. Byington, Farmers New 
World Life Insurance Company, Seattle 

James R. Cahoon, Western Mortgage 
Loan Corporation, Salt Lake City 

Frederick W. Champ, Boise Loan and 
Realty, Boise, Idaho 

Theodore M. Chandlee, Jr., Weaver 
Bros., Inc. of Maryland, Baltimore 

R. L. Cobb, T. J. Bettes Company of 
California, San Diego, Calif. 

James J. Conti, W. A. Clarke Mortgage 
Co., Harrisburg, Pa. 

Vernon E. Crawford, Adair Realty & 
Loan Company, Atlanta 

James G. Cudmore, 
ments Co., Denver 

Edwin T. Daisley, Jr.. Don J. McMur- 


ray Co., Omaha 


Pence Co., 


Bilheimer, The 


Guardian Co., 


Invest- 


Sutro Co., 


Bank of 


America, 


Mortgage Invest- 
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William Thomas Davis, The Western 
Savings Fund Society, Philadelphia 

Diego J. De Jesus, Department of the 
Treasury, San Juan, Puerto Rico 

Robert B. DeWitt, East Bay Mortgage 
Service, Inc., Oakland 

Arthur M. Duff, The Valley National 
Bank of Phoenix, Phoenix 

William Bruce Dunlap, Iowa Securities 
Company, Davenport, Ia. 


Edward J. Egan, The Colwell Com- 
pany, Los Angeles 

Douglas Norton Eklund, Metropolitan 
Life Insurance Company, Chicago 

George W. Elkins, Jr., George Elkins 
Co., Beverly Hills, Calif. 

Julian B. Everett, Carroll Mortgage 


Company, Seattle 

Floyd Feikema, Schumacher Mortgage 
Company, Inc., Minneapolis 

Robert Raymond Fink, 
gage Co., Pueblo, Colo 

William E. Flaharty, Union 
Angcies 

Kenneth R. Flowers, First National Bank 
of Dunedin, Dunedin, Fla. 

Garrett R. Foy, Percy Wilson Mort- 
gage & Finance Corp., Chicago 

Edmund W. Genier, American United 
Life Insurance Company, Indianapolis 

Leonard John Giblin, Great Lakes Mort- 
gage Corporation, Chicago 

Frank J. Gilbert, Security-First National 
Bank, Riverside, Calif 

T. Dorland Glazier, The Manufacturers 
Life Insurance Company, Toronto 

George E. Glover, T. J. Bettes 
pany, Houston 

George R. Hallaran, Riverside County 
Mortgage & Loan Co., Riverside, Calif. 

Robert C. Hamer, Insurance Funds 
Mortgage Co., Los Angeles 

John C. Head, The American National 
Bank of San Bernardino. San Bernardino 

J. W. Heckenlively, T. J. Bettes Com- 
pany of California, San Francisco 

John L. Hendry, III, Maxson-Mahoney- 
Turner, Dallas 

Hector Hollister, Frederick W 
Inc., Washington, D. C. 

Luther E. Hooker, 
NT & SA, Los Angeles 

Fred Horn, Great Lakes Mortgage Cor- 
poration, Chicago 

Henry W. Johnson, The 
ings Bank, New York 

James A. Justice, Glenn Justice Mort- 
gage Company, Inc., Dallas 

Sidney M. Katz, National Mortgage Co., 
Memphis 

Perrin M. Law, Western Pennsylvania 
National Bank, McKeesport, Pa. 

Stanley LeBon, Metropolitan Mortgage 
Corporation, Los Angeles 

Jack D. Ludwig, Realty Mortgage Cor- 
poration, Richmond, Va. 

Harold Madsen, Bank of America, NT 
& SA, Encinitis, Calif. 

Vincent G. Maher, New York Life In- 
surance Company, San Francisco 

James C. McCarn, Jr., First-Austin In- 
vestment Corporation, Austin 

Dwight L. Merriman, Jr., E. S. Merri- 
man & Sons, San Francisco 

Ernest T. Metzler, W. A. Clarke Mort- 
gage Co., Pittsburgh, Pa. 

Stephen C. Miller, C. M. Harmon Com- 
pany, Detroit 

Harry R. Moody, 
Bank, Brooklyn 

Kenneth P. Morrison, Jr., T. J. Bettes 
Company, Houston 

Jack M. Muse, 
Co., Denver 

Robert E. Nettleton, The Lomas & Net- 
tleton Company, New Haven 


Hanson Mort- 


Bank, Los 


Com- 


Berens, 


Bank of 


America, 


Bowery Sav- 


Brooklyn Savings 


Mortgage Investments 


Frank O'Bryan, Southern California 
Mortgage & Loan Corporation, San Ber- 
nardino 

Brian S. Odem, Jr., T. J. Bettes Com- 
pany, Corpus Christi 

Milton S. Olson, Jr., General Mortgage 
Corp. of Iowa, Des Moines 

William F. O’Rourke, Robert A. Cline, 
Inc., Cincinnati 

Juan E. Padin, Banco Credito Y Ahorro 
Ponceno, San Juan, Puerto Rico 

Howard S. Patton, Griffith Mortgage 
Corporation, Macon 

Robert A. Pearson, Insurance 
Mortgage Co., Los Angeles 

Robert A. Perry, Jr., Union Bank & 
Trust Company, Salt Lake City 

Harold D. Pletcher, The First National 
Bank of Chicago, Chicago 

Galen Eugene Ramser, Metropolitan 
Life Insurance Company, Chicago 

James K. V. Ratliff, Collateral Invest- 
ment Company, Birmingham 

A. Paul Richmond, Stockton, Whatley, 
Davin & Company, Jacksonville 

Roland Risso, Bank of America, NT & 
SA, Palo Alto, Calif. 

Frank Robinson, National Mortgage Co., 
Memphis 

Kennon V. Rothchild, Jr., H. 
Rothschild, Inc., St. Paul 

Alfred John Ruby, Great Lakes Mort- 
gage Corporation, Chicago 

W. T. Goodloe Rutland, Jackson Securi- 
ties & Investment Company, Birmingham 

Ron Salyards, United Benefit Life In- 
surance Company, Omaha 

Randal D. Schow, The Colwell Com- 
pany, Los Angeles 

L. V. Sharp, Allied Investment Com- 
pany, Memphis 

Charles W. Slonaker, Bank of America, 
NT & SA, San Jose, Calif. 

Sanford C. Smith, Union Dime Savings 
Bank, New York 

R. E. Southworth, Pilot Life Insurance 
Company, Greensboro, N. C. 

Brien Stafford, Burwell 
Seattle 

Daniel J. Sullivan, Teachers Insurance 
and Annuity Association of America, New 
York 

Lee E. Swenson, Bank of America, NT 
& SA, Costa Mesa, Calif. 

J. Austin Tatum, T. J. Bettes Company, 
Fort Worth 

Robert B. Taylor, The Western Saving 
Fund Society, Philadelphia 

Jack D. Thellman, Don J. McMurray 
Co., Omaha 

Alan C. Thomas, Union Dime Savings 
Bank, New York 

Donald L. Thompson, Kansas City Life 
Insurance Company, Kansas City, Mo. 

William R. Thompson, Mortgage Asso- 
ciates, Appleton, Wis. 

Douglas E. Tiffany, Security Mutual 
Life Insurance Company, Binghamton, 
N. Y. 

Edward J. Voltin, Realty Mortgage In- 
vestment Corporation of Austin, Austin 

Arthur W. Wagner, Ralph C. Sutro Co., 
Los Angeles 

J. Ben Walford, Jr., The First National 
Bank of San Jose, San Jose 

Oscar A. Wall, The American National 
Bank of San Bernardino, San Bernardino 

Carl White, Jr., Palomar Mortgage 
Company, San Diego 

Joseph Wylie White, Jr., The Citizens 
& Southern National Bank of S. C., Char- 
leston, S. C. 

Yancy L. Williams, Wells & Smart, San 
Jose 

Millard N. Williams, Lynes Mortgage 
Co., Savannah, Ga. 


Funds 


& Val J. 


& Morford, 


MBA of the Carolinas Organized; First 
President Is Lex Marsh of Charlotte 


Formation of the Mortgage Bankers 
Association of the Carolinas has been 
accomplished by directors of the North 
Carolina Mortgage Bankers Associa- 
and a representative 
bankers from South Caro- 


tion 
mor tgage 
lina. 


group of 


Lex Marsh of Charlotte is the first 
president of the two-state organiza- 
tion which includes 45 mortgage 
bankers from North Carolina and 29 
from South Carolina. 
Measures to form the new associa- 
tion have been under way for about a 
year. South ( 
ers were invited to join the already- 
existing North Carolina association in 
the new Mortgage Bankers Association 
Delegates met at the 


‘arolina mortgage bank- 


of the Carolinas. 


Potenziani Is New 
Albuquerque Head 


F. Potenziani, executive 
ainiens of the Mountain States In- 
elected 

MBA 


Trump, vice president, 


vice 


vestment Corporation, was 


president of the Albuquerque 
and James K. 
First National Bank in Albuquerque, 
president. E. H. 


guaranty officer, 


was elected vice 


Walker, VA 


was elected treasurer. 


loan 


>> RECORD LIFE YEAR: Although 
the rising cost of living continued to 
demands on the con- 
sume! American families put 
3.9 per cent of after-tax income into 
life insurance, a slightly per- 
than the Life 
insurance ownership per family rose 
to $8,300 in 1957. a 
in the 
five years. The 


make furthe1 


dollar, 


higher 
centage vear before. 
gain of 9 per cent 


year and a 57 per cent rise in 
current 
family was reported as being equiva- 
lent to 18 months of current 
disposable income. 

Altogether, life 
the companies 


average pel 
about 


insurance issued by 
covered 109,000,000 
$458,000,000,060 
of protection at the start of this year. 


Americans for over 
Additional life insurance in force with 
assessment organiza- 
and U. S. Gov- 
insurance 


fraternal and 


tions, savings banks 
veterans’ life 
brought total U. S. 
a half trillion dollars on 121,- 


ernment 
family ownership 


to over 


Hotel Jefferson in Columbia to draw 
up final plans. 

Marsh had been president of the 
North Carolina and he 
will continue as president of the new 
organization for the remainder of his 
term which ends next year. 

Other officers are vice presidents 
Alton Stanford of High Point 
Calvin Ridgeway of Greenville, S. C.; 
Will Crutcher of 


association 


and 


secretary-treasurer 
Charlotte; and directors Walter H. 
Andrews of North Charleston, N. G. 
Speir and Ike C. Lowe of Charlotte; 
Carlyle McDowell of Winston-Salem; 
C. C. Cameron and E. C. Rochelle of 
Raleigh; and M. G. Follin of Greens- 
boro. 

The annual fall convention will be 
held in Charlotte in September. 


000,000 Americans at the start of 
1958, reports the Life Insurance Fact 
Book. 

Although there was a leveling off in 
activity, 
continued to add to their future finan- 


business American families 
cial security by purchasing in the past 
a record $67,000,000,000 of life 


nation’s 1,300 life 


yeal 
insurance from the 
companies. The pur- 
one-fifth larger than the 
previous year. 


insurance new 
chases were 


record established the 





San Diego Speaker 

Nels Severin, president of the Na- 
tional Association of Home Builders 
and president, Palomar Mortgage 
Company, in San Diego, guest 
speaker at the June meeting of the 
San Diego MBA. His topic 
“Housing Legislation.” In the photo 
below, Mr. Severin (right) is being 
welcomed by the local group’s presi- 
dent, Robert L. Black, vice 
president and treasurer of Palomar 
Mortgage. 


was 


was 


who is 





Life insurance company assets, rep- 
resenting for the most part the future 
obligations to policyholders, passed 
the $100,000,000,000 mark in 1957, 
reports the Fact Book. New capital 
$5,000,000,000 
investments in 


funds of over were 


made available for 


1957. 





Want to know about FLORID 


Investment 
Opportunities? 


Florida’s fabulous growth is offering remarkable opportuni- 
ties to investors in FHA, VA and conventional mortgage 


loans. 
covered by our organization. 


We can offer 


Especially in north, central and west Florida, areas 


select mortgages in excellent, approved and 


rapidly-growing areas. Information promptly supplied upon 


inquiry. Write today. 


COMMANDER CORPORATION 


FORSYTH ST 


318 W 





Orlando, Florida 
1032 North Mills St. 


BRANCH OFFICES: 


JACKSONVILLE, FLA 


Pensacola, Florida 
319 Brent Building 
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Election of Thomas M. Ryan as 
chairman of the board and Tom W. 
Reilly as president of the Ryan Mort- 
gage Company, Ft. Worth, was an- 
nounced. Edwin S. Ryan and Edward 
P. DuBuis Jr. were elected directors. 
Reilly was promoted from the posi- 
tion of executive vice president. 





E.S. Ryan E.P. DuBois, Jr. 


T. W. Reilly 


Thomas M. Ryan announced that 
the mortgage firm, founded in 1919, 
now has 70 employees. The firm is 
more than $100,000,000 in 
lenders, including several 


servicing 
loans for 
large life insurance companies, banks 
lenders 


and other institutional 


It has branch offices in Houston, 


Midland, Odessa and Austin, Texas. 


Leslie Stevens has been appointed 
a vice president of Franklin Capital 
Corporation, Newark, in charge of its 
industrial financing division, it was 
announced by Arthur G. Pulis, Jr., 


president of Franklin. 





Stevens was a partner in the mort- 
gage firm of Stevens & Perkins, also 


of Newark, until its dissolution re- 
cently. Pulis also announced that the 
mortgage servicing account for the 
John Hancock Life Insurance Com- 
pany of Boston, previously handled by 
Stevens & Perkins, is being trans- 
ferred to Franklin Capital, which is 
also a correspondent for John Han- 
cock. 


Robert W. Smith has joined Kassler 
& Co. in Denver as vice president in 
charge of industrial and commercial 
developments. Mr. Smith has 26 years 
of experience in financing and devel- 
oping commercial and industrial in- 
come properties. He was formerly 
division realty manager for Safeway 
Stores and prior to that with Pacific 
Mutual, Bankers Life and New York 
Life. 


Neal B. Welch, Jr. has joined Percy 
Wilson Mortgage & Finance Corp., 
Chicago, as general sales manager of 
the project residential division, ac- 
cording to Robert H. Wilson, presi- 
dent. 

Mr. Welch has been assistant sales 
manager of United States Steel 
Homes. Previously, he was in the con- 
five years in 


struction business for 


South Bend and Indianapolis, Indiana. 


























CONVENTIONAL LOAN OFFICER WANTED 
BY LOS ANGELES CORRESPONDENT 


Pioneer firm offers excellent and permanent career opportunity for 
experienced man, age 30-40, college graduate and MAI preferred, 
to take executive responsibility in loan production. 
local experience in Los Angeles area and know all types conven- 
tional lending. Write qualifications to Box 504, Mortgage Bankers 
Association of America, 111 West Washington Street, Chicago 2. 


Must have 


ALLOCATIONS 
(Continued from page 27) 
around in some areas—by some or- 
ganizations—as though it was going 

out of style. 

But we know that it’s not going out 
of style—now or ever. The “sack” 
dress may soon be gone—but a “sack” 
of money will always be in style. And 
for a mortgage business to be success- 
ful, that sack of money must be con- 
sistent—not a big one today and none 
3, 6, 12 or 18 months from now. It 
must be available and have something 
in it all the time if you want to stay 
in business. 

We believe that this business of 
mortgage lending must be a continu- 
ing operation—year in and year out, 
in good times and bad. 

We believe that now—more than 
ever before—there must be some for- 
malized plan of allocations which will 
give definite and tangible evidence of 
investor support—a plan which elimi- 
nates the insecurity of operating on an 
“in and out” basis, one that assures 
the continuity of production activity 
and a constancy of income from 
servicing functions. It must be a plan 
which recognizes that we are dealing 

—not with inanimate corporate bod- 
ies—but with individual living people, 
a plan under which the correspondent- 
investor relationship is regarded and 
respected morally as well as legally. 

We submit that the allocation sys- 
tem constitutes such a plan— that it 
assures not just “survival” but an op- 
portunity to grow and prosper to- 
gether and in proportion with the 
investor. And speaking from MONY, 
I’m glad to say: “We knew it all the 
time.” 





PERSONNEL 
AND BUSINESS NEEDS 


In answering advertisements in this column. 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois 
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OPPORTUNITY — For mortgage execu- 
tive with MARKETING CONNEC- 
TIONS. Who is ready for retirement to 
locate with progressive FHA Approved 
Mortgagee located in one of Florida’s West 
Coast finest and growing Cities. No cash 
investment required—only need good 
mortgage outlets. Will exchange references. 
Write fully to Box 502. 


WANTED MORTGAGE OFFICER 
For large progressive northeastern savings 
bank—excellent opportunity for qualified 
applicant 30-40 years of age—-experi- 
enced in all phases of mortgage lending 
and appraisal. Send recent picture and 
résumé to Box 503. 











“Protection 


Just as radar and modern scientific instruments safe- 
guard the airplane pilot and his plane —so does title 
insurance (provided by a thoroughly experienced or- 


ganization) provide essential protection for investor 
*There is no better 


protection for a or home owner. 
mortgage than 


title insurance by 
American Title. 


Licensed to write title insurance in— 


Alabama «+ Arkansas +» Colorado + Connecticut » Delaware «+ District of Columbia + Florida + Georgia 
Indiana * Kansas + Kentucky + Louisiana + Michigan + Minnesota + Mississippi + Missouri «+ Montana 
Nevada + New Mexico + North Carolina + North Dakota « Oklahoma + Ohio + South Carolina + South 


Dakota « Tennessee + Texas « Utah + Wisconsin « West Virginia » Wyoming « Virgin Islands + Puerto Rico 


Efficient. Service based on Z| year’ experience 





Title Insurance 


puts you on the trail to faster, more 
profitable mortgage transactions 


It’s no trick to track down good, profitable 
mortgage investments when title security is 
predetermined by a Kansas City Title 
Insurance policy. An insured title cuts red 
tape for you safely, surely, automatically. 
Transactions are closed faster, more profitably. 
Pick up the trail that hundreds of mortgage 
bankers are already following. Call in 

your Kansas City Title agent today. 


Branch Offices: 

Baltimore, Maryland; 210 North Calvert St. 
Little Rock, Arkansas; 214 Louisiana St. 
Nashville, Tenn.; S. W. Cor. 3rd & Union St. 


Licensed in the following states: 
Alabama, Arkansas, Colorado, Delaware, 
Florida, Georgia, Indiana, Kansas, Louisi- 
ana, Maryland, Mississippi, Missouri, Mon- 
tana, Nebraska, No. Carolina, Ohio. S. Caro- 
lina, Tennessee, Texas, Utah, Virginia, Wis- 
consin, Wyoming and the Dist. of Columbia 
and Territory of Alaska. 


Aimee 0 Ii uy 


Capital, Surplus and Reserves Exceed $5,000,000.00 


Title Building 


925 Walnut Street Kansas City 6, Missouri 
“Since 1861" 





